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.french jobless PolyGram will 
step IIP back five films 

demands for a a year in deal 
better deal with Warner 


Jfraacers Socialfst-Ied government 
faced mounting pressure to make 
mare concessions to the unem- 
ployed as a nationwide protest 
sheared .to gather , momentum 
yesterday. Protesters were said to 
he occupying.20 weUfcre offices 
compared with 16 on Monday and 
13 teat Friday.Page 2 


US envoy fOeS ta hrMl . 

-DS Middle East mediator Dennis 
- Ross arrlvKl-in Israel yesterday 
to prepare the ground for US 
President BID Clinton’s meetings 
later this month with Israeli pre- 
mier Benjamin Netanyahu and 
Palestinian president Yassir Ara- 
fet ttige 8 /:••'• 


YdHadn sfS *oh holiday’ 

New wonies surfaced about 
Boris Yeltsin’s health after the 
Kremlin said the Russian presi- 
dent would not hold any official 
meetings until he retarned from 
. holiday on January 19. Page 2 


Vicfcer#, the UK engineering and 
defence group, asked the Euro- 
I pean Commission to remove the 
right of Rolls-Royce, the aircraft 
engine maker, to veto Vickers' 
sale of Rolls-Royce Motor Cars to 
a foreign buyer. Page 15 

The Paris bourse said it would 
list share prices only in euros, 
the planned single European cur- 
rency. from next January. 


UK outftms cnytrcnmoiit phut# 

UK deputy j)rinie minister John 
Prescott is set to announce envi- 
ronmental measures which 
Britain plans to pdpt through the 
European Union during its presi- 
dency. The momentum from last 
month’s Kyoto summit on dir 
mate change must be sustained, . 
he-says. Business and Environ- 
ment, Page 10 " 


Japan announced measures to 
crack down on stock market 
abuses. The move comes after the 
Nikkei 225, its main shares index, 
fell to a 30-month low on Decem- 
ber 29. Page 14; Capitalism the 
hardwayi Page 12 


Cartel cheque# found 

Colombia’s public prosecutor has 
unearthed 10,000 cheques from 
accounts managed by the CaE 
- drogcartelrThey are:thought to 
represent paymentsby cartel 
leaders to prominent members of 
Colombian society. Page 3 


Chernobyl <eooMl cottapsV 

The concrete casihg^round 
Ukraine's Chernobyl reactor, 
which exploded in 1988; is at risk 
according tp the nuclear power 
station's deputy director. Valen- 
tin Koupnyi said the container 
was fin a catastrophic stale and 
m danger of crumbling”, . 


UN launches Kona aid appeal 

■ The UN’s WorTdLRood Programme 
appealed fbr $378m in emergency 
aid to avert famine in North . , 
Korea, saying food stocks there 
could run out jas early as April. 
Page 8 . /■ - - 


War crimes Inal open# : - ■ 

The Hague-based Yugodav war ■ 
crimes tribunal opened its trial 
against Bosnian Croat Zlaiko 
Aleksovski, accused of murdering 
or mistreating Moslems at a 
prison camp be allegedly ran. 
Page 2 



n#h for lonppr life 

Middle-aged men who eat a 
weekly meal of oily, fish 'such as 
tuna or salinon halve their risk of 
a sudden, fatal heart attack, say 
US researchers who studied diet 
and health data on 20,551 men. 


Beheaded again 

Denmark’s famous LittleMer- . 
maid statue was decapitated by 
vandals, the second nine s h e haa 
lost her head. The first was in : 
1964. Picture, Page 2 - : 


Poland ‘sat to double wnattft’ 

Polish finance minister Leszek 
Balcerowica said bis economic 
stabilisatlohplan should double 
the country’s wealth in lOy^rars. 


Unholy Imports - 

A Polish prosecutor accused^ ^16:. - 
Catholic priests of hnpqrtiz^ jtsars 
illegally and reselling them. The . 
cars were altegedly declared as 
religious dohatioim to avoid pay- . 
ingcustom'diies.'.; 


Soony Bono dte# hi oeddent 

US congrtssman Sunny: Bono of : 
the 1960s Sonmrmsd QierpdP 
diio. who gave np. ids entertain- 
ment career for politics; died in a 
skiing accident at a US resort- He 
wjs 62. Obitdary^Rage 11 


Gormony will just fall to meet 
the budget deficit limit for Euro- 
pean economic and monetary 
union, and growth will rise 
slightly, but not enough to pre- 
vent a worsening of its jobs cri- 
sis. said the German Institute of 
Economic Research. Page 2 

Italy is expected to press ahead 
with the sale of Autostrade, the 
state motorway system, having 
overcome, efforts by a govern- 
ment watchdog to limit the 
licence to 20 years. Page 16 

Cable and WtrwIoM of the UK 

has been given permission by 
Israel to raise its stake in Bezeq, 
the state telecommunications 
operator, from 102 to as much as 
20 per cent Page 16 

.AOOT Obolon, brewer of 
Ukraine's favourite Obolon beer, 
wiD receive a $40m loan from the 
European Bank for Reconstruc- 
tion and Development, a senior 
EBRD official said. Page.4 

Monsanto, the US biotechnology 
and pharmaceuticals group, said 
it had negotiated a research alli- 
ance with French-based Flamel 
Technologies, centred on herbi- . 
dde development Page 20 

Untey#, in its latest shift from 
making computers to servicing 
them, said it was discontinuing 
the manufacture and assembly of 
personal computers. Page 18 

Borden, one of North America’s 
biggest book and music retailers, 
will open its first European store 
this year on London’s Oxford 
Street Page 9 

Russia’# contra! bank revealed 
it had withdrawn operating . 
licences from more than 15 per 
cent of the country’s banks last 
year as it continued to weed out 
weak institutions. Page 3 

Samsung, the South Korean 
r conglomerate, said it would cut 
overseas production by up to 40 
per cent this year because of 
pressure to reduce operations 
. and heayybcaTowing. Page 17 

Por t u g al' s state-owned Caixa 
Gera! de Depfidtoe, the country's 
biggest hank, lias agreed to buy 
: control of Grupo Financeiro Ban- 
-deirantes of Brazil Page 18 . . 

Nutnco, the Dutch animal and , 
fish toed group, signed a letter of 
intent to buy UT-Delfla, the com- i 
pound feed producer. Page 16 
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PolyGram, the Dutch 
entertainment group, has agreed 
terms with Warner Bros, the Hol- 
lywood studio, to jointly finance 
and distribute five fil ms a year 
made by Castle Rock, one of 
Warner's subsidiaries. Page 15 

Thomson, the UK's largest 
package holiday group, has asked 
advisers SBC Warburg Dillon 
Read to draw up plans for an ini- 
tial public offering on the London 
stock market Page 15 


GM warns of 
more job cuts 
in European 
subsidiaries 


High-cost German unit’s 
workforce to bear brunt 


By Haig Slmonian In Detroit 


General Motors, the world's 
biggest car company, has warned 
its European subsidiaries further 
jobs might have to go to bring 
productivity and earnings to 
more competitive levels. 

The brunt of tbe cuts will fall 
on the high-cost Adam Opel sub- 
sidiary in Germany, where David 
Herman is expected to be 
replaced as chairman later this 
year. Mr Herman, only in the sec- 
ond year of a second five-year 
contract, is expected to bp 
replaced by Gary Cowger. the for- 
mer head of GM's Mexican units. 

Jack Smith, GM's chairman, 
said -in an interview that the 
company had “some more work 
to do in Germany” in terms of 
improving productivity and prof- 
its. Mr Smith declined to be spe- 
cific about the measures, but said 
they would be put into effect “in 
the coming months". 

GM announced In late 1997 it 
was cutting 1900 jobs at its Ant- 
werp car plant in Belgium. Ger- 
man union leaders have been 
warning for some time they 
might be next 

Mr . Smith also dented hopes in 
the UK that Vauxhall GM’s Brit- 
ish subsidiary, might be selected 
to build a third model alongside 
the Astra and Vectra. A decision 



GM chief Jack Smith: warning 


BMW sports vehicle. Page 18 
Jaguar plant chosen, Page 9 


Bird flu scare hits 
Cathay share price 


By Louise Lucas in Hong Kong 


CkiMMnjI Acddwit, the UK 

insurer, completed its withdrawal 
from Scandinavia with the sale of 
its Norwegian operation, Aktiv 
Farsfloing. Page. 19 / 


Cathay Pacific. Hong Kong's de 
facto flag carrier, has had its 
wings clipped by the outbreak of 
bird Du in the territory. 

Passengers who rushed to take 
up a heavily discounted offer to 
visit Hong Kong are cancelling 
and demanding refunds, pushing 
shares In the airline down 5-2 per 
cent yesterday to HK$5£0. 

The worst fallout has come 
from Taiwan, where 10 per cent 
of bookings have been cancelled. 
More than 20,000 passengers had 
booked to visit Hong Kong on 
special promotional Cares of 
T$13,000 ($391) for two people 
making the round trip- “Taiwan 


has reacted quite dramatically 
compared with other places," 
said the airline. 

Passengers taking advantage of 
the sharply discounted fares 
available from Cathay Pacific 
began arriving on New Year’s 
Day. 

The promotion runs to Febru- 
ary 15. In all, the campaign 
attracted more than 80,000 
passengers. 

. Cathay Pacific is “exercising 
discretion" in the award of 
refunds - normally prohibited by 
the terms of the promotion - and > 
the Taiwanese cancellations ; 
are being charged at only 
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Indonesia’s budget ‘unrealistic’ 


on where to produce the next 
generation Corsa hatchback, now 
built in Spain and Germany, is 
due later this year. Vauxhall has 
been hoping tt might be selected 
if demand warranted. However, 
Mr Smith noted the strength of 
sterling bad turned Britain into a 
“high-cost" location. 

He acknowledged there were 
differences within GM’s manage- 
ment over the group's European 
strategy. The breakneck expan- 
sion into new markets may have 
contributed to the loss of compet- 
itiveness in Europe. 

Mr Smith, a former head of 
European operations, said that he 
would be spending more time in 
Europe this year. While reluctant 
to divulge the group's financial 
performance, he said European 
profits in the fourth quarter had 
been “reasonable" after a loss in 
the third quarter. 

Mr Smith said the crisis in Asia 
could present acquisition oppor- 
tunities for GM and its Delphi 
parts subsidiary, but it was “too 
early" to enter into talks. 

The Asian turmoil had forced 
GM to reconsider its product 
plans in Thailand, where con- 
struction of a car plant has been 
frozen because of the collapse in 
demand. 

He said the fell in the yen and 
Korean won would intensify com- 
petition in the US .and Europe as 
Japanese and Korean carmakers 
intensified their exports to both 
regions. 

“We will have more intense 
competition from the Japanese in 
the US market because of the 
weak yen. We’ve got to have a 
renewed effort on cost reduction 
to meet this challenge," he said. 
However, he drew comfort from 
the fact that US car sales looked 
set to remain very strong this 
year, reducing the risk of trade 
frictions with Tokyo. 



President Suharto addressing Indonesia's parliament yesterday when he presented a draft budget that 
would breach targets agreed with tbe International Monetary Fund. Many economists consider the 
exchange, inflation and growth rates used for preparing the budget are unrealistic. Report, Page 14 


EU considers response to 
further carnage in Algeria 


By Route Khataf and David 
Buchan in London 


The European Union was 
yesterday tryingto agree a diplo- 
matic initiative in response to 
the Algerian crisis, after hun- 
dreds of people were reported 
killed In new attacks. 

Robin Cook, foreign minister 
of the UK, which took over the 
EU presidency this month, said 
he was exploring how to “chan- 
nel the revulsion and concern 
felt across Europe" into diplo- 
matic action. 

He said an EU meeting had 
been called tomorrow to discuss 
whether EU governments should 
send high-level officials to 
Algiers, to report back in time 
for the regular January 26 meet- 
ing of foreign ministers. 

Algerian newspapers reported 
yesterday that 117 Villagers were 
killed on Saturday at Meknessa, 
an isolated hamlet 270km west 
of Algiers. The area was the 
scene only a week ago of the 
bloodiest night of slaughter in 


Algeria since the cancellation in 
1992 of elections the Islamic Sal- 
vation Front was poised to win. 
Three massacres last Tuesday 
left up to 400 dead. 

The Algerian La Tribune news- 
paper said yesterday that Had 
Chekala, another village in the 
region, was set on fire on Sunday 
night, and that the death toll 
conld be in the hundreds. 

The scale of the carnage and 
its spread over the past few days 
has fuelled calls for action by tbe 
West. Hie US state department 
said this week that Washington 
was encouraging Algiers to 
allow international inquiries 
into the human rights situation. 
Mary Robinson, United Nations 
high commissioner for human 
rights, has also urged Algiers to 
let the UN investigate tbe kill- 
ings. 

Klaus Kinkei, German foreign 
minister, said on Sunday he 
could imagine the EU proposing 
M to the Algerian government 
co-operation in the straggle 
against terrorism . . . and aid to 


victims of terror". France, Italy, 
Portugal and Sweden have said 
they would back aid to the vic- 
tims. 

The government blames ail 
killings on Islamist extremists, 
bnt human rights groups have 
raised concerns about complicity 
of the security forces and has 
called for independent investiga- 
tions into the killings. 

Such calls are rejected by 
Algeria’s army-backed govern- 
ment, which strongly denies 
accusations of complicity and 
remains fiercely opposed to for- 
eign interference. 

Although analysts donbi 
whether western protests and 
promises of involvement will 
lead to concrete action on 
Algeria, Mr Dominque Moisi, 
deputy director of the French 
institute for international rela- 
tions, believes indignation now 
could lead to intervention: 
“What European officials are 
saying is not yet significant, but 
it is the beginning of some- 
thing." 


MORSE 



Network 

Computing 




Fact or fiction? 


There are two ways to find out the facts 
about network computing. 


L Attend one of our briefings. 


2 Visit our Enterprise Computing Centre 
to see and use the latest technology. 


You can achieve either by casing us on 
0800 22 88 S3 or at wwwjnorsejcouk. 


Morse Computers 










NEWS: EUROPE 


FINANCIAL TIMES WEDNESDAY JANUARY 7 1998 


Treasury’s strategy to reduce budget deficit and qualify for Emu under attack from mayors 

Italy’s town halls face cash crisis 


By James Blitz in Rome 

fn a development that 
questions the long-term sus- 
tainability of Italy’s public 
expenditure reductions, lead- 
ing mayors complained yes- 
terday that the drive to 
reduce the budget deficit 
would leave town halls fac- 
ing a cash crisis in 199S. 

Mayors - including sev- 
eral who are within the gov- 
ernment's coalition - said 
the treasury's decision to cut 
cash transfers to town halls 
would leave them facing 


“grave difficulty” over the 
next YL months. 

The attack on the govern- 
ment came from the mayors 
of cities such as Turin. 
Miian, Piacenza. Bari and 
Catania. 

It followed a triumphant 
announcement by the trea- 
sury last weekend that it 
had probably more th.aa 
halved Italy's budget deficit 
in the last 12 months. 

The mayors argue that the 
reduction in overall spend- 
ing, aimed at ensuring that 
Italy qualifies for European 


economic and monetary 
union, has been achieved by 
slashing local government 
budgets from a total of 
L35,143bn <Sl9bn) in 1995 to a 
projected L30,652bn next 
year. 

In an interview with the 
business daily. Zl Sole 24 Ore, 
Valentino Castellani. the 
mayor of Turin who is a gov- 
ernment supporter, said his 
council would be in serious 
difficulty this year because 
it was legally bound to offer 
a range of services to citi- 
zens despite budget cuts. 


Another government sup- 
porter, Giacomo Vaciago, 
mayor of Piacenza, 
expressed anger at the way 
in which the treasury was 
simply refusing to pass on 
cash that had already been 
voted on by parliament. 

He said there was no polit- 
ical or economic sense in 
allowing resources to town 
councils to be cut in “a 
casual way”. 

The treasury was quick to 
reject many of the com- 
plaints. Piero Giarda. under- 
secretary in charge of the 


budget, said he would “chal- 
lenge anyone to bring him a 
single example of a local 
body tbat has had any prob- 
lem with spending or has 
had its autonomy violated'’. 

But yesterday's attacks, 
which reflect the confidence 
of many Italian mayors after 
their recent election victo- 
ries, raise questions about 
whether the central govern- 
ment could be forced to 
plough more cash into local 
authorities at a later date. 

At the end of last month, 
the International Monetary 


Fund expressed concern 
about the way the Italian 
treasury had cut cash flows, 
to local bodies, despite the 
fact that the sums involved 
had ori ginall y been passed 
by parliament 
'Hie IMF, in an annual 
examination of the state of 
the Italian economy, said it 
was keen to know how much 
of the spending currently 
withheld by tbe treasury 
represented an rimrescinda- 
ble obligation to third par- 
ties” that might have to be 
paid later. 


Spotlight on war against Kurds 

Ankara claims refugees are fleeing poverty and crime, writes John Barham 
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J ust when 'Turkey least needed 
a fresh problem in its relations 
with Europe, an influx of 
Kurdish refugees into Italy has 
thrown the spotlight on the Turk- 
ish state's grim 13-year-old war 
against separatist Kurdish guerril- 
las. 

Sensitive to accusations that its 
security forces reserve their most 
brutal treatment for ethnic Kurds, 
the government in Ankara insists 
poverty and organised crime are 
the main factors behind the refu- 
gees' flight 

For their part, European Union 
governments, alarmed at the pros- 
pect of thousands of Kurds enter- 
ing tbeir cities, have seized the 
opportunity to demand political 
reforms in Turkey that would sup- 
posedly stem the exodus. 

It is a dispute which botb sides 
might well prefer went away, com- 
ing as it does only a month after 
the EU angered Turkey by relegat- 
ing it to what amounted to bottom 


place in the list of countries seek- 
ing EU membership. 

"Turkey must say it wants to 
deal with its internal Kurdish prob- 
lem. and tbat does not mean mili- 
tarily. but politically." Klaus Kin- 
kel, Germany's foreign minister, 
said last weekend. 

Turkey responded by denouncing 
Europeans who "romanticise" the 
guerrillas of the Kurdistan Work- 
ers' party iPKK) as freedom fight- 
ers. In Turkey, anyone considered 
to support separatism by word or 
deed is deemed a terrorist. 

“Tbe PKK is one of the illegal 
organisations behind illegal immi- 
gration." Murat Ba$esgioglu, inte- 
rior minister, said yesterday. “It is 
trying to create an image of [Kurd- 
ish] citizens emigrating [for politi- 
cal reasons]. It is not like that” 

Ismail Cem. foreign minister, 
said Kurdish refugees were fleeing 
poverty, not political oppression in 
Turkey. But even Turkish generals 
admit the fighting is a direct cause 


of their poverty, which feeds sup- 
port for the PKK. 

The generals, who say they have 
broken the back or PKK resistance 
in south-eastern Turkey, want gov- 
ernment action to regenerate the 
region's economy. General £evik 
Bir, deputy chief of general staff, 
said last year. “We have finished 
our job. Now it is the turn for 
social and economic reforms.” 

Despite mobilising hundreds of 
thousands of troops and deploying 
armoured vehicles, jets and heli- 
copters, the authorities have not 
completely crushed the PKK. More 
than 30,000 civilians, troops and 
guerrillas have died since fighting 
started in 1984. 

Western military analysts and 
human rights campaigners say the 
security forces have gained the 
upper hand with a scorched-earth 
strategy that has emptied entire 
regions and sent villagers fleeing 
to big-city slums. 

The army bas hit PKK camps in 


northern Iraq controlled by Kurd- 
ish factions with western support 
since the 1991 Gulf war. Aid work- 
ers in the enclave say the attacks 
have also damaged civilian prop- 
erty. killed non-combatants and 
disrupted the region's fragile econ- 
omy. spurring illegal emigration. 
But government efforts to encour- 
age private investment in the 
south-east hare failed, and public 
resources are too stretched to per- 
mit a significant commitment. 

An economic renaissance in the 
Kurdish regions in Iraq or Turkey 
looks far off. Political concessions 
by Ankara look equally unlikely. 
Security hardliners have discreetly 
but firmly blocked promises of 
political reform made over the 
years by incoming governments, 
and policy has remained in the mil- 
itary's hands. 

Kemal AtatOrk. founder of the 
secular republic, laid down more 
than 70 years ago that Turkey 
must become a fully European 



Faysal Dunlayici. former 
Kurdistan Workers ppty spokes- 
man, went on trial in Germany 
yesterday accused of involvement 
in arson attacks against Turks in 
Germany four years ago 

state, and this remains the over- 
arching objective of the secularist 
elite. But forced to choose between 
the liberal values of today's Europe 
and AtatOrk's authoritarian 
nationalism, tbe secularists would 
probably settle for the latter. 

See Editorial Comment 


French PM 
under pressure 
over jobless 


By David Owen in Paris 

Pressure was mounting last 
night on France's Socialist- 
led government to make new 
concessions to the unem- 
ployed after a nationwide 
protest, under way since 
mid-December, appeared to 
gather momentum. 

A total of 26 welfare offices 
around the country were 
said to be occupied by the 
protesters, compared with 18 
on Monday and 13 last Fri- 
day. 

They are demanding a 
FFr3,000 ($500) year-end 
bonus and a review of 
monthly benefits. 

As senior cabinet minis- 
ters assembled for an 
unscheduled meeting with 
Lionel Jospin, the prime 
minister, attention began to 
focus on a board meeting 
this afternoon of the Unedic 
unemployment insurance 
fund at which Nicole Notat. 
the body's president, was 
expected to make her views 
known . None of the three 
ministers involved - Martine 
Aubry. employment minis- 
ter. Dominique Strauss- 
Kalin. finance and industry 
minister, and Christian Saut- 
ter. budget minis ter - would 
divulge the agenda of the 90- 
minute gathering, described 
by Mr Strauss-Kahn as “a 
working meeting". 

The protests are starting 
to damage the reputation for 
surefootedness which the 
Jospin government has built 
up over more than six 
months, a period in which it 
has skilfully handled a suc- 
cession or delicate issues. 

The protests have also 
hi gh lighted the narrowness 
of the government's room for 


manoeuvre as it seeks to 
tackle the country's serious 
unemployment problem 
while continuing to run a 
tight financial ship. 

The government's first 
attempt to defuse the prob- 
lem last weekend, with 
announcements by Ms 
Aubry and Jean-Claude 
Gayssot, the Communist 
transport minister, appeared 
only to antagonise the pro- 
testers, who appear to enjoy 
strong public support. Mr 
Jospin has yet to speak out 
publicly on the issue. 

The protests are patting 
increasing' strain on rela- 
tions between the Socialists 
and their junior partners in 
the governing leftwing coali- 
tion. the Communists and 
the Greens. 

Yesterday, another leading 
Communist. Marie-George 
Buffet, the sports minister, 
voiced support for the pro- 
testers, describing their pro- 
tests as "completely legiti- 
mate”. Robert Hue, the 
Communist leader, recently 
used tbe same word to 
describe tbeir bonus 
demands. 

French unemployment has 
edged down in the last three 
consecutive months for 
which figures are available, 
but it remains at 3.11m, or 
12.4 per cent of the work- 
force. Few economic ana- 
lysts expect a significant 
reduction before the end of 
this year. 

Police have ejected pro- 
testers from two welfare 
offices so far. but have other- 
wise kept their distance 

from the occupied premises. 
The protesters plan to dem- 
onstrate outside today's Une- 
dic meeting. 



Head hunter: a diver searches for the head of the Little Mermaid in Copenhagen’s harbour 
yesterday after the statue was decapitated by vandals using a grinding machine. 
Denmark’s famous landmark had its head removed once before in 1964 Retvn 


Bosnia crimes trial begins 


By David Buchan, 

Diplomatic Editor 

The Yugoslav war crimes 
tribunal yesterday opened 
its first trial of the year 
against a Bosnian Croat 
accused of murdering or mis- 
treating Moslems at a prison 
camp be is alleged to have 
run. 

The court, based In The 
Hague and known as the 
International Criminal Tri- 
bunal for the former Yugo- 
slavia, has so far convicted 
and sentenced, two of the 78 
people it has publicly 
indicted, and holds a farther 
IS in custody. The rest are 
still at large, including Rado- 
van Karadzic, the Bosnian 
Serb leader, whom Klaus 


Kinkel. Germany's foreign 
minister, yesterday pre- 
dicted would end up in The 
Hague's dock this year. 

Mr Kinkel said in a news- 
paper interview he would 
like to see Nato-led peace- 
keeping troops given "a 
more robust mandate” to 
ensure Mr Karadzic faced 
trial. Tm confident Karad- 
zic can be called to account 
in The Hague in 1998," the 
minister said. “He will be 
judged fairly there". Though 
charged with genocide of 
Bosnian Moslems, Mr Karad- 
zic continues to wield con- 
siderable political influence 
over the Bosnian Serb repub- 
lic. 

Zlatko Aleksovski. the 
Bosnian Croat in the dock 


yesterday, was the first 
alleged war criminal to be 
extradited last April to The 
Hague by the Croatian gov- 
ernment after heavy western 
pressure. 

Other suspects have since 
been surrendered to the 
court, but two others named 
in the same indictment as 
Mr Aleksovski concerning 
offences allegedly committed 
in 1993 at a detention camp 
in central Bosnia have been 
freed for insufficient evi- 
dence. 

Louise Arbour, chief prose- 
cutor. recently upbraided 
France for failing to require 
its soldiers to give evidence 
in person at The Hague, in 
contrast to UK officers who 
have testified. 
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German jobless rate ‘to grow’ 


By Frederick Studemann 
in Berlin 

German growth will rise 
slightly this year but not 
enough to prevent a worsen- 
ing of the country's job cri- 
sis, a leading economic insti- 
tute predicted yesterday. 

According to the Berlin- 
based German Institute of 
Economic Research IDIW), 
Germany will just fail to 
meet the budget deficit crite- 
rion for European economic 
and monetary union, and 
growth will be damped down 
by the financial crisis in east 
Asia. The gap between east- 
ern and western Germany is 
expected to grow. 

In its annual forecast, the 
Diw, which traditionally 
produces gloomier predic- 
tions than otber institutes, 
said 1996 growth would be 
2.5 per cent up from an esti- 


mated 2.2 per cent in 1997. 
Unemployment would 
increase to 4.51m, or 11.8 per 
cent, -from 4.39m or 11.4 per 
cent Tor the current year. 

The DIW estimated the 
1997 budget deficit in rela- 
tion to GDP at 3 2 per cent 
using German methods of 
calculation. According to the 
European Commission's 
methodology, which does not 
include certain items such 
as debts run up by public 
hospitals, the figure was 3.1 
per cent 

The DIW deficit estimates 
concur with figures issued 
by other institutes late last 
year. The German govern- 
ment claims the country will 
meet the Maastricht criteria. 
The official figure for the 
1997 deficit is due to be 
released by the federal sta- 
tistics office next month. 

The east Asian crisis 


would knock just under 0.5 
per cent off German GDP 
growth this year, the DIW 
added, but if the crisis con- 
tinued throughout 1998, tbe 
negative effect on German 
growth in 1999 would be 
"considerably greater". 

Since 1992, Germany has 
been running a trade surplus 
with south-east Asia. 
Exports to the region last 
year stood at over DM50 bn 
(S27.7bn), while imports were 
just under DM40bn. 

Heiner Flassbeck, the 

Diws chief economist, said 
events In Asia highlighted 
the mistake of Germany's 
tradition of relying on 
exports as the motor of eco- 
nomic growth and not pay- 
ing attention to domestic 
demand, which remains 
sluggish. Private consump- 
tion rose only 0.3 per cent in 
1997; the DIW expects a 0.9 


per cent increase this year. 

The DIW also forecast east 
Germany would fall further 
behind the west of the coun- 
try this year. After a l.fi per 
cent rise in GDP last year, 
growth in the east this year 
was forecast at 1.7 per cent, 
against 2.6 per cent in tbe 
west. The number of unem- 
ployed in the east would rise 
by 145.000 to 1.5m or 19.9 per 
cent, compared with a drop 
of 20.000 in the west to 3.01m 
or 9.6 per cent. 

A survey published yester- 
day by the Institute for Eco- 
nomic Research Halle (TWH), 
another of the six leading 
institutes, revealed a grow- 
ing optimism among east 
German companies. A major- 
ity of three hundred respon- 
dents said they expected 
increased orders on the back 
of the growth in pan-German 
exports. 


Brussels 
to probe 
football 
dispute 

By Emma Tucker in Brussels 


Tbe European Commission 
is investigating complaints 
by public authorities in Bel- 
gium and France that Uefa, 
European football’s govern- 
ing body, barred them from 
staging a Belgian "home’* 
match just across the border 
in France. 

The case could have reper- 
cussions for the organisa- 
tion of home and away legs 
in European football compe- 
titions. 

The two public bodies - 
representing Lille in France 
and Monscron in Belgium - 
say Defa violated EU Treaty 
rules on the free movement 
of services, when in Septem- 
ber it forbade Excelsior 
Monscron and FC Metz from 
playing a first-leg Uefa Cup 
match at the LiUe-Metropole 
Stadium. 

Excelsior Mouscron had 
asked for a transfer to the 
superior stadium after Uefa 
limited capacity at the 
clnb'5 own 10,000-seater 
ground to 4,500 places. 

The club said the restric- 
tion damaged its profitabil- 
ity and disappointed thou- 
sands of supporters. It said 
an earlier qualifying match 
between itself and a Cypriot 
club, Appolon Limassol, was 
allowed to take place at the 
Lille stadium, not far from 
Monscron bnt across a 
national frontier. 

Yesterday Uefa said that 
chibs were expected to abide 
by the rales of European 
tournaments and that excep- 
tions were rarely granted. 
“We have statutes and roles 
which apply to everybody," 
said Massimo Gonnella of 
Uefa. “One of those rales 
says clubs have to play their 
bome matches in their home 
stadiums." 

Uefa also argues that the 
circumstances of the Limas- 
sol match were different, as 
neither of the dnbs involved 
was French. 

The European Commission 
has kept a close watch on 
the organisation of football 
in Europe after the so-called 
Bosnian ruling by the Euro- 
pean Court 'of Justice in 
1995, which confirmed that 
professional football was an 
economic activity and there- 
fore subject to EU Treaty 
rales concerning free move- 
ment of goods and services. 

The Bosnian ruling 
ordered football's governing 
bodies to scrap transfer fees 
and qnotas on non-national 
players in most of Europe's 
top leagues. 

At a meeting in Singapore 
yesterday, Fifa. the world 
governing body for football, 
said it was looking at three 
possible plans to counter the 
effects of the 1995 ruling, 
which caused wages to soar 
and widened tbe gap 
between rich and poor dnbs. 


NEWS DIGEST 


New fears over 




Fresh troirtes surfaced yesterday about Boris Yeltsin’s 
health after fee KremTm press service announced fee 
Russian president would not hold any official meetings 
until he returned from holiday to Moscow on January is. 

On previous holidays, Mr Yeltsin has usually found 
1-iTHR to meet senior, officials and comment on television 
about the state of the world. Mr Yeltsin has already 
cancelled scheduled trips this month to India and 
Chechnya, and on Sunday he began a two-week holiday in' 
the Valdai region, northwest of Moscow. 

Mr Yeltsin, who will turn 67 next month, had quintuple 
heart bypass surgery in 1996, quickly followed by double 
pneumonia. He has been suffering from a viral Infection 
and took two weeks off work in December. . . 

But aides said Mr Yeltsin was still pursuing an “active 
regime" and talked on the telephone yesterday to Helmut 
Kohl, the German, chancellor, and Victor Chernomyrdin, 
fee Russian prims minister. John ThomhUL Moscow 

■ GERMAM TELEPHONES 


Telekom suspends fees 

Deutsche Telekom yesterday stopped collecting charges 
from customers switching to rival telephone companies 
after formal notification from Germany’s new telecoms 
regulator that the fees needed official approval 

Hie company has run into a storm of protest for 
imposing a DM94.99 ($53) “pre-selection" charge on 
customers contracting to use another carrier and 
extracting DM53 from customers wanting to take their 
existing phone numbers to a new supplier, it said it was 
suspending the fees until they were approved by the 
regulator. It would credit customers' accounts where 
charges had been collected. 

Deutsche Telekom was unrepentant about its earlier 
decision to levy the charges without permission. The 
company viewed the fees as a reimbursement of costs 
incurred in opening tbe market to competition, rather 
than a price for a service. 

Meanwhile, further problems have surfaced in the 
newly liberalised market for telephone services. Many 
hotels were reported yesterday to have barred guests from 
using the new telephone companies' lines after it emerged 
that long-distance calls via the new networks were not 
being billed to room accounts. Peter Norman, Bonn 

U POLISH BROADCASTING 


Move to ease ownership curbs 

Poland is planning to raise its 33 per cent limit on foreign 
ownership of local broadcasters to 49 per cent in a 
liberalising move soon to be debated in parliament The 
measure is likely to become a test of the country’s 
willingness to ease foreign investment restrictions before 
talks start on European Union membership this spring. 

The proposed changes are likely to be welcomed by 
broadcasters such as the Luxembourg-based CLT, which 
currently beams Polish language programmes into the 
country by satellite. CLT has said that it would apply for 
a local broadcast licence and bring in local partners if tbe 
33 per cent limi t was raised. 

The government has asked parliament to put the 
legislation on a “fast track". However the nationalist 
wing of the ruling centre-right coalition could seek to 
block the measure. Christopher Bobinski, Warsaw 

■ YUGOSLAV ECONOMY 


Sanctions blamed for deficit 

Yugoslavia’s deputy prime minister. Vojin Djukanovic, 
said yesterday the country's huge deficit would prevent 
any improvement this year in the ailing economy. "The 
country ... is spending much more than it is producing 
and thus creating a huge deficit,” be told Montenegrin 
television. 

The government has argued that US sanctions barring 
Yugoslavia from foreign funds prevent it from 
lack-starting the economy. Yugoslavia's pension and 
disability funds deficit last year totalled up to $L18bn, Mr 
Djukanovic said. 

The budgets of Serbia and Montenegro, which comprise 
federal Yugoslavia, were in the red by about $590ra, 
almost double the gap in 1996. independent 
analysts said. Reuters, Belgrade 

■ NETHERLANDS 


Call to cut income tax 

The Netherlands should abolish the right to defer 
taxation on pension-based savings in order to allow a 
dramatic cut in income tax levels, which are among the 
highest in Europe, a senior policymaker urges today. 

In an article for the economics journal ESB, Sweder van 
Wijnbergen, secretary general at the economic affairs 
ministry, also calls for a review of what he argues are 
unnecessary commitments to the minimum wage and 
restrictions on employee diKmisaais 

While controversial, the proposals go some way to 
meeting calls by foreign investors for easing payroll costs 
and improving employment flexibility. 

Mr van Wijnbergen says the inactive 25 per cent 
of tbe working-age population should be steered back to 
work by a substantial tax credit on earned income, 
eliminating a poverty trap for those surrendering social 
security benefits. Income tax could be cut to 35 per cent, 
from a present top rate of 60 per cent, if new 
pensions no longer allowed the deferral of tax until 
retirement age. Gordon Cramb, Amsterdam 

■ ROMANIAN PRIVATISATION 


EBRD loan for telecoms 

Rom Telecom, Romania’s state-owned . 
telecommunications operator, has agreed a $10Qm loan 
with the European Bank for Reconstruction and 
Development ahead of planned privatisation later this 
year. 

The utility, which has been transformed into a joint 
stock company, is planning to invest between $700m and 
$800m during the next two years, helped by privatisation 
proceeds, for the Installation of up to lm new lines. 

The EBRD loan, the first the bank has made to a 
Romanian utility without a sovereign guarantee, also 
includes the incentive of a lower interest rate, once the 
first stage of privatisation has been completed. 

The loan win be for seven-and-a-half years with a 
two-and-a-half year grace period on repayment of 
prindpaL It will finance part of Rom Telecom's capital 
expenditure aimed at speeding up the installation of new 
telephone lines and at improving efficiency and service 
quality. Kevin Done, London 

■ DUTCH FLOWERS 


Export boom for Diana 

Exports of Dutch cut flowers to Britain increased by 13d 
per cent to FI 8m ($4m) in the last quarter of 1997 after the 
death of Diana. Princess of Wales, fee national 
horticultural federation reported yesterday. 

The increase over the figure for the same period of 1996 
reflected higher sales mainly of carnations and 
chrysanthemums and, to a lesser extent, roses. 

Exports to Britain of floral arrangements increased by 
85 per cent to FI 10m guilders. Exports throughout the 
world had increased by 20 per cent AFP. The Hague 
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Central bank takes tough line against weak 
institutions in campaign to ‘purge’ system 

Licences withdrawn 
at Russian banks 


NEWS: EUROPE 

UKRAINIANS ENJOY DRAMA AT CHRISTMAS 
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BSf'John ThomhjJI / " 
in Moscow ;■ -: 

Russia's ' ■ central:' b ank 
yesterday revealed it had 
withdrawnr operating 
licences from more than 15 
per ' cent of ' the country ’s 
banks last year as it contin- 
ued to weed out .the weakest 
financial institutions. 

The bank- also ; vowed to 
-strengthen "th'e r®gulatory 
regime farther this year in 
. ffs' efforts to ' turn Russia's 
speculative trading banks 
into more conservative 
financial intermediaries. 

Alexander " Turbanov, _ a 
deputy, chairman of the cen- 
tral bahS, said regulators 
woold be quicker to with- 
draw licences in future and 
more aggressive in encour- 
aging creditors .to pursue 
bankruptcy proceedings 
against failed - banks. He 
. expected a new bankruptcy 
law to be adopted early this 
year, spefeding tip the liqui- 
dation process. 1 ' ' “ 

"The withdrawal of a 


licence is a painful process, 
especially for clients and 
'creditors,” Mr Turbanov 
said. “On the other hand, it 
purges the banking system 
. of those sick banks which 

cannot function no rmally ." 

Last year, the central bank 
withdrew 316 banking 
licences, reducing the num- 
ber of registered credit 
organisations to 1.719. At 
one., point, more then 2,500 
domestic hanks were regis- 
tered, though the average 
number of branches was less 
than two. 

Analysts predict the nuxn- 
• her of hank* will continue to 
fall sharply this year, as 
smaller banks struggle to 
survive in the low inflation 
environment and bigger 
banks seek to expand by 
merger or acquisition. 

Merrill Lynch, the US 
investment bank, recently 
highlighted how small the 
Russian banking sector was 
in relation to the overall 
economy, estimating total 
banking assets equalled 19 


per cent of gross domestic 
product last year. In Poland, 
the comparable ratio stood 
at 59 per cent 

“We expect an acceleration 
of the consolidation we have 
already seen,” said Frank 
Knowles, a banking analyst 
at Merrill Lynch. "The banks 
need to continue to grow 
and diversify their sources of 
deposits and become a suffi- 
cient size to provide funds to 
the major industrial compa- 
nies." 

At an investment confer- 
ence last month, Pyotr Aven, 
president of Alfa Bank, one 
of Russia's top 15 banks, said 
he was receiving 10 propos- 
als a day from smaller 
regional banks wanting to be 
taken over. "The smaller 
banks are in trouble, though 
I believe the banking sector 
as a whole is quite healthy." 

However, Mr Aven warned 
that even one or two of the 
top 20 banks could be in dif- 
ficulties following the recent 
turmoil in emerging mar- 
kets. 
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Strolling mummers in the Ukrainian city of Lviv, where Orthodox Christians celebrate Christmas Day today few 

Political uncertainty hits Czech currency 


The Czech koruna hit an 
all-time low yesterday, as 
doubts deepened about the 
life-expectancy of the coun- 
try's new government, Rob- 
ert Anderson reports from 
Prague. The currency was 
also affected by the strength- 
ening of the US dollar 


against a range of emerging 
market currencies. 

The koruna closed at 36.02 
to the dollar in London, 
down 1.4 per cent, after bit- 
ting 36.1 earlier In the day. 

Vaclav Klaus, whose gov- 
ernment collapsed at the end 
of November, and Milos 


Zeman. leader of the Social 
Democrats, the main opposi- 
tion party, yesterday called 
for a meeting of party lead- 
ers on Sunday to decide the 
mandate of tbe new interim 
government of Josef Tosov- 
sky. the former central bank 
governor. Both party leaders 


have expressed a preference 
for elections in June and for 
a strictly limited govern- 
ment programme. 

However. Mr Klaus's par- 
liamentary party decided 
yesterday to support the gov- 
ernment if its programme 
met their objectives. 


German liberals take a bold line in a crucial year 


W alter Dflring. economics 
minister in the German 
state of Baden^Wdrttem- 
berg, could have gone much fur- 
ther. . . . - 

fThese . are difficult times' for 
liberals." he told delegates yester- 
day at the start of the. Free Demo- 
cratic party’s traditional Epiph- 
any day rafly.^ 

The FDP*s difficulties also spell 
potentially fated trouble for Chan- 
cellor Hehnut KohL whose ruling 
coalition relies on support from 
the small liberal p arty . ■ . 

Opinion polls this week have 
put the FDF as^ low as 4 per cent, 
making it aTeal possibility that in 
national, elections, just nine 
months away the'' party will fail to 
pass the 5 per cent hurdle needed 
to enter -the Bundestag, the lower 
house of : parliament Without it, 
Mr Kohl- would' almost certainly 
be unable to re-form his. coalition. 


which includes the conservative 
Bavarian Christian Social Union 
as well as his own Christian Dem- 
ocratic Union. 

As the threat of oblivion has 
grown, the leaders of the FDP - 
which has been the free- market, 
pro-business, anti-state conscience 
in successive coalitions - have 
faced damaging attacks from 
within the party’s ranks. 

M ost prominently, Hans- 
Dietrich Genscher, the 
FDP elder statesman 
who served as foreign minister 
between 1974 and 1992, berated his 
party for being dubbed the “party 
of better earners”. This is a label 
dating from a now disowned draft 
of the 1994 election programme. 

. Meanwhile, a faction of tradi- 
tional liberals, including Sabine 
Leutheusser-Schnarrenberger, for- 
mer justice minister, castigated 


the party leadership for becoming 
fixated on a single, as yet unac- 
complished goal - a broad pack- 
age of tax cuts. 

AO this has brought to a new 
low a party which has been in 
government for most of the post- 
war years. The FDP is now repre- 
sented in only four out of 16 state 
parliaments. Support in reunited 
eastern Germany Is thinner still. 

In public recognition ratings, 
Wolfgang Gerhardt. FDP chair- 
man, and Guido Westerwelle, its 
youthful general secretary, still 
trail for behind Mr Genscher f who’ 
sat owl-like at the back of the 
stage throughout yesterday’s pro- 
ceedings) and Otto Graf Lambs- 
dorff, the gruff former economics 
minister. 

But the arithmetic in Bonn has 
changed fundamentally since Mr 
Genscher’s heyday. As Mr Wester- 
welle himself remarked this week. 


the FDP can no longer expect an 
exclusive pivotal role in Bonn 
coalitions. Other constellations 
are now possible. 

Most obviously, tbe rise of the 
Greens could culminate this year 
in a "red-green" coalition, with 
the environmental party support- 
ing the Social Democrats in 
national office. Not only is tbe 
Green party enjoying double the 
FDP’s support in opinion polls, 
but it has also succeeded in 
snatching some of its clothes as 
Germany's party of youth and 
radicalism. 

A second alternative in Bonn is 
a "grand coalition” of Christian 
Democrats and Social Democrats, 
a proposition which would be sup- 
ported by much of German busi- 
ness as a means of breaking the 
Rejormstau, or political deadlock. 
This is widely held responsible for 
Germany's slowness in- adopting 


structural economic changes and 
tax reforms. 

A grand coalition re-emphasis- 
ing traditional consensus and 
social solidarity in business as 
well as government might end Mr 
Kohl's career, for he has said he 
would never head such an alli- 
ance. But it would also probably 
exclude the FDP. 


W ith its kingmaker role 
usurped, the FDP’s lead- 
ership sought yesterday 
to carve a distinct profile for the 
party. Mr Gerhardt set the reduc- 
tion of mass unemployment as the 
“central goal of liberal politics" 
and emphasised the importance of 
reforming an often business-un- 
friendly higher education system. 
But he again stressed the impor- 
tance of a tax-cutting agenda. 

For his part. Mr Westerwelle - 
whose preppy sports jackets and 


glasses betray his increasingly 
important role in guiding FDP 
policy and electoral strategy - set 
out a liberal agenda for guarantee- 
ing citizens' freedom by tackling 
crime and integrating foreigners 
better into German society. 

But he also insisted tax reform 
was tbe "number one theme of 
liberals". It remained at bottom 
an uncompromising message, not 
sweetened with overtly vote-win- 
ning promises. 

Moreover, the FDP, despite its 
minority viewpoint, is challenging 
tbe way Germany has tradition- 
ally worked, somewhat cheekily 
deriding “round-table” discussions 
in Bonn and “consensus fetish- j 
ism”. Mr Westerwelle says that 
uncomfortable truths about Ger- 
many’s have to be addressed. His 
boldness may yet reap dividends. , 


Ralph Atkins 


Spanish 
left plans 
rules 
change 

By David White in Madrid 

Spain’s Socialist opposition, 
trail Log in opinion polls 
behind tbe ruling Popular 
party, plans a primary elec- 
tion system to decide its can- 
didate to contest the next 
battle for prime minis ter. 

Socialist party officials 
believe a primary would lead 
members to rally round Joa- 
quin Aim uni a, the 49-year- 
old leader. Mr Almuni a took 
over last June after the sur- 
prise withdrawal of Felipe 
Gonzalez, the former pre- 
mier, who had headed the 
party for 23 years. 

But they also see a strong 
potential alternative in 
Javier Solana when his term 
as secretary-general of Nato 
euds in 1999. Mr Solana, for- 
merly foreign minister, has 
- like Mr Almunia - always 
been closely associated with 
Mr Gonzalez. 

A number of senior Social- 
ists have been pressing to 
end tbe ambiguity about 
who will head the party's 
next general election cam- 
paign. 

Mr Gonzalez publicly ruled 
out a comeback last October, 
stating: “I will not stand." 
But his remark clearly 
embarrassed his successor, 
who asked him to “stop 
talkin g about the candidacy 
issue and respect party 
rules". 

The Socialists are now 
increasingly anxious to turn 
the tide of opinion polls and 
build up a credible candidate 
for the premiership well 
ahead of the next election. 

They also want to be pre- 
pared in case tbe govern- 
ment's Catalan allies force it 
to call elections before the 
end of its four-year term in 
early 2000. 

A poll published this week 
in the newspaper El Mundo 
showed the centre-right Pop- 
ular party extending its lead 
over tbe Socialists to 5.7 per- 
centage points, against 1.3 
points in the 1996 general 
election. It also showed Mr 
Gonz&lez still enjoying the 
most backing as Socialist 
candidate for premier. 
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Clinton acts to 
expand Medicare 

Republicans attack the President’s latest drive 
to broaden coverage for vulnerable groups 


By Mark Suzman and 
Patti Wakimeir 


President Bill .. Clinton 
yesterday anhotmeed plans' 
to expand coverage -of Medi- 
care, -the 'state-financed 
health insurance-scheme lor 
the elderly*-- in '-."the latest 
move to esjrambmedical cov- 
erage for vulnerable groups. 
.. The announcement was 
Immediately attack©!-, by' 
Republicans, who-- claimed 7 
the proposals would . increase 
:goyemment . spendlng\when : 
tbe financially troubled: 
Medicare fund should be 
reeking to restrict it . 

; Mr Clinton stressed- the 
move, would not affect, his 
- plans to balance thedederal 
budget next, year,' for the 
first time since 197L “Within 
this, balanced - budget,, we 
propose to expand health 
care access . for mOlions of 
Americans,” he said, -point- 
ing out last-year’s balanced , 
budget agreement ffictemded 
the life of the Medicare trust 
to at least- 20 Ml . ... - 

This year's budget deficit - 
is now 'expected toJfe bekm. 
S22bn* signalling an end, to 
Washington’s, ^ primary, 
domestic poetical preoccupa- 
tion of the past decade. -. r 
The Medicare move' is. the- 
latest /Clinton -initiative to.: 
extend health, coverage .to . 
vultifiRihle. p^» after the., 
collapse of; ijls. plans. .#£> • 
Universal health insurance 
scheme in 1994. White. Housb 
;cfficial£isaid .thfi/maingoal; 


of tbe new plans was to help 
ease the pain of economic 
dislocation and job losses 
caused by globalisation and 
f other structural shifts in the 
US economy. 

The new plan provides for 
■ people aged 62-64, including 
a growing, number . of early 
-. retirees,' to. buy into the 
Medicare scheme for a 

i tncmthly premium until the 
'•; .'eiigiblltty age of 65, 

* It would also allow people 
: , .. of 55455 .who have been made 
r - redundant to buy into Medi- 

care early, cor .-into their for- 
mpr employer ’^health plans 
until, they, qualify for the 
"scheme . . 

Once, they become fully 
eligible, for Medicare at 65. 
individuals who joined the 

• scheme- early would pay 
. slightly higher fees than 
those who did. not. The 

- .-White- House says it expects 

300,000 to take advantage of 
^ the plans. , Mi- ' Clinton said 

- the proposals would pay for 
themselves as the premiums. 

--expected to be $300-?400 a 
_ month, were based on actual 
". costs of insuring people in, 

- the relevant age groups. , . 

... riTt Is a.flscally responsible 

plan that finances itself by. 
. charging an affordable pre- 
-mliizn up front and' a small 
: payment later to ensure this 
.'places no new. burdens on 
Medicare,” he added.; ■ 

Critics say the initiative is 
a dangerous open-ended, lia- 
: bllity for the poUtically- sen- 
Lsitive finuL: On icarrent pro- 


jections. the Medicare trust 
is threatened with bank- 
ruptcy early in the next cen- 
tury. 

This has prompted calls 
for the eligibility age to be 
raised rather than lowered 
to ensure its solvency. John 
Kasich. chair of tbe House 
budget committee, said: “To 
add more people to a system 
running out of money 
doesn’t make any sense”. 

Because those most likely 
to need such coverage are in 
poorest health, the move 
risks significantly increasing 
Medicare spending. There 
are also concerns a wider 
Medicare net will make it 
easier for private health 
plans to jettison expensive 
elderly patients. 

The plan reflects one of Mr 
, Clinton’s top priorities for 
this year, to extend the 
social safety net while main- 
taining fiscal discipline, In a 
bid to try to deftzse -public 
opposition to globalisation. 

The move, which follows 
last year’s announcement of 
plans to expand enrolment 
of children from low-income 
families in . the Medicaid 

scheme, which provides 

insurance for the poor, 
should help Democrats shore 
up support for this year’s 
Congressional elections. 

As the campaign for tbe 
November polls shifts into 
high gear,. Mr Clinton is 
keen to woo the growing 
pool of elderly voters, who 
have a high turn-out rate. 


NY: 100 
years 
old but 
not in 
party 
mood 


By Richard Tomkins 
In New York 

I n any other big city, it 
would be the excuse for 
the party to end all par- 
ties. But as New York cele- 
brates its 100th birthday 
this year, the city is mark- 
! ing the event as only New 
I York cam with almost total 
I indifference. 

Most New Yorkers neither 
know nor care it is their 
city's centenary, and those 
who are aware of the fact 
have had their enthusiasm 
dampened by a Soviet-style 
programme of festivities 
prepared by local officials. 

Highlights of the celebra- 
tions include an exhibition 
of municipal history at a 
city museum and a series of 
lectures, educational pro- 
grammes interdisciplin- 
ary panel discussions at 
libraries, schools and uni- 
versities. 

The most exciting event 
on the year’s calendar 
appears to be an outdoor 
concert in Manhattan's Bat- 
tery Park featuring “top 
performers”, which on 
closer examination turns 
out to be a euphemism for 
the 1970s pop balladeer 
James Taylor. 

It is all in sharp contrast 
to the atmosphere 100 years 
ago when New York, then 
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The Statue of Liberty - put up in 1886 - welcomes migrants 
who often know little of the city's history Mary Evans «cm» ia»y 


comprising only the bor- 
oughs of Manhattan and the 
Bronx, joined with Brook- 
lyn, Queens and Staten 
Island to form the biggest 
city in tbe world after Lon- 
don. 

The event was marked by 
speeches, parades, fire- 
works, and the reading of a 
specially commissioned 
"Ode to Greater New York”. 

Thousands of exuberant 
New Yorkers, bathed in the 
glow of 500 magnesium 
lights, gathered in front of 
City Hall to watch the 
unfurling of the city's new 
flag, and cannon boomed a 
100 -gun salute. 

Indifference over the cen- 
tenary may be explained by 
the fact that many New 


Yorkers regard themselves 
as too busy with the present 
to get sentimental about the 
past Besides, about 53 per 
cent of New Yorkers are 
immigrants and their off- 
spring, some of whom have 
little knowledge of, or inter- 
est in, tbe city's history. 

But there is another fac- 
tor, too: a simmering resent- 
ment among some New 
Yorkers that the unification 
of their city ever took place. 

Manhattanites, in particu- 
lar, have not endeared them- 
selves to the inhabitants of 
the other borongbs by 
describing them with with- 
ering contempt as “B&Ts" - 
slang for people who travel 
to Manhattan island by 
bridge or tunnel. 


Jamaica to become republic ‘within five years 


By Canute Jamew ^ : ^z - \ . 

fo Klngstqr> .Y.Ul'w ' ' > 

T . 

Jamaica .will -become, a republic in 
the next: ""five years, ; according to 
Perdval -Patfarsonw the; prime min- 

istgE-V’.; .... _ . r ^ J : 

V ; §u6en ‘ Elizabeth. Yi* r will be. 

mopiafrjjresid^ ;ptime 


tive. , | .p 9 nKe^y^]gpv£rtuneht^ officials 
saltl' jresfe^day IsVuricfear- 


whetber the change will be subject 
. to a referendum. 

The change is expected to end a 
decade of debate over the status of 
the English-speaking Caribbean 
island! of 2J5m people. The., change 
has the general support of the 
main .political parties, but there is 
mo consensus, over, allocation of 
authority! between the president 

and the prima minister. 

Mr Patterson, who was recently 
sworn in at the start of a flv^year 


term following his People’s 
National party win in last month’s 
general election, said the swear- 
ing-in ceremony of himself and his 
cabinet would be the last occasion 
a Jamaican government would 
take an oath of allegiance to the 
British monarchy. 

“I think we are all of the view 
that the time has come, indeed 
long past, to require us to take an 
oath that premises to uphold the 
constitution of a sovereign 


Jamaica,” the prime minister said. 

Mr Patterson gave no timetable 
for the change. Government offi- 
cials confirmed Jamaica will 
become a republic within the Com- 
monwealth within “four years". 

“Wjthin six months will be 
known more precisely the time- 
table which the government plans 
for this move.” a senior official 
said yesterday. 

“It will also be more clear what 
are the legal requirements for the 


change, and whether this matter 
should be determined by parlia- 
mentarians or through a referen- 
dum,’’ he said. 

Barbados is also debating a 
change to a republic wjtbin the 
Commonwealth, with a ceremonial 
president replacing the gover- 
nor-general, the Queen's represen- 
tative, as bead of state. It is not yet 
known when the government will 
move for a change in the constitu- 
tion. 


Aircraft surge 
lifts new orders 


Orders to US manufacturers rose at their fastest rate for 
more than six months in November, but the figures 
reflected a surge in demand for aircraft and the 
underlying trend pointed to more modest growth. 

Factory orders rose by a seasonally adjusted 2.5 per 
cent in November, the sixth straight monthly increase, as 
demand for durable goods grew strongly, the Commerce 
Department said yesterday. 

Orders for new aircraft, whose enormous scale often 
distorts the monthly picture, doubled in November, 
accounting for more than tbe whole increase. 

Excluding the volatile transport sector, orders declined 
by 0.3 per cent in the month. 

But tbe longer-term trend suggests that US 
manufacturing continues to grow at a brisk pace. In the 
three months to November, factory orders grew at a 
seasonally adjusted annual rate of more than 12 per cent, 
as domestic demand remained firm. 

The unresolved question remains tbe likely effect on 
tbe US economy from the Asian financial crisis of the last 
six months, 

Boeing to announce sales figures. Page 6 

Gerard Baker. Washington 

■ NORTH-EAST US 

Power shake-up ahead 

Power generation in the north-east US is set for a 
shake-up following the announcement yesterday that FPL 
Group, the holding company for the electric utility 
Florida Power St Light, is to buy a host of plants in Maine, 
Massachusetts and New Jersey. 

In a deal worth $S46m it is buying all the non-nuclear 
plants of the Central Maine Power Company, the electric 
utility for the state of Maine. In separate transactions. 

FPL will partner the Belgium-based energy concern 
Tractebel to acquire a plant in Massachusetts and one in 
New Jersey from tbe privately held Intercontinental 
Energy of Massachusetts. 

Anti-monopoly legislation across the US is sparking a 
flurry of energy sector deals. 

The FPL pur chas es come Itss than a month after the 
Massachusetts electric Utility Boston Edison sold 12 
plants to SI the Industries, a subsidiary of Compagnie 
G£n£rale des Eaux. for $657m. 

Central Maine must by state law divest its power 
generation assets by March 1. Victoria Griffith. Boston 

■ COLOMBIA CORRUPTION 

Drug cartel cheques found 

Colombia's public prosecutor’s office unearthed new 
depths of corruption when it announced the discovery of , 
10.000 cheques stemming from accounts managed by the 
country's notorious Cali drug cartel. 

The cheques, linked to an investigation into widespread 
corruption at the public level, are thought to represent 
payments made to prominent members of Colombia’s j 
society by leaders of the Cali cartel. 

“We have to investigate many public figures including 
politicians, journalists and bankers." Jaime Cordoba, 
vice-public prosecutor, said on Monday night. The latest j 
discovery brings the total number of Cali cartel cheques ! 
under investigation to 42,000. said the prosecutor's office. 
So far, the office has formally linked 26 of the country's 
politicians to the investigation. Adam Thomson. Bogota \ 
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Airbus boasts year of record orders 


By Michael Skapinker, 

Aerospace Correspondent 

Airbus Industrie said 1997 had been 
its most successful year ever and 
that it had woo firm orders for 460 
aircraft, with a total value of 

$29.6bn. 

The European consortium said 
the total was higher than the 421 
orders it won in 1989, the height of 
the last aircraft cycle. In 1996, Air- 
bus won 326 firm orders. Last 
year’s total was boosted by a firm 
order from US Airways for 124 air- 
craft. 

Airbus - which is owned by 
Aerospatiale of France, Daimler- 
Benz Aerospace of Germany, Brit- 
ish Aerospace and Casa of Spain - 
said the order total only included 
aircraft for which airlines had paid 
deposits and. where necessary- 
obtained government approval for 
their purchases. 

If Airbus included airline com- 
mitments to place firm orders, for 
which contracts had not yet been 
signed, last year’s total would have 





Boeing 737: best-selling aircraft in 1997 


been 671 aircraft. Airbus said it 
had not in the past included these 
commitments in its order tally. 
However. Boeing, its US rival, 
included commitments in its 
announced order total so Airbus 


was ‘'forced” to mention them too. 

Boeing said yesterday that it 
would announce its 1997 order total 
in the next few days. It is expected 
to announce firm orders, for which 
contracts have been signed, for 


about 570 aircraft Airbus said it 
would not unveil its market share 
figure for 1997 until it had seen 
Boeing's announcement The two 
manufacturers have squabbled fre- 
quently over market share figures. 

However, Jean Pierson, Airbus 
managing director, said: “We are 
now well on course to achieving 
our objective of a consistent 50 per 
cent market share in the next cen- 
tury." Airbus's worldwide market 
share has been about 33 per cent in 
recent years. 

When measured by the number 
of aircraft, delivered - rather than 
ordered - last year, Boeing main- 
tained a clear lead. The US manu- 
facturer delivered 375 aircraft to 
airlines last year, compared with 
182 by Airbus. In 1996, Boeing 
delivered 220 aircraft. 

Airlines took delivery of 135 Boe- 
ing 737s last year - more than any 
other aircraft. Boeing’s delivery 
total was boosted by its takeover 
last year of McDonnell Douglas. 
Boeing delivered 54 McDonnell 
Douglas aircraft last year. 


Airbus's delivery figures com- 
pared with 126 in 1996. Last year’s 
deliveries generated a turnover of 
$ll.6bn, compared with 5&8bn in 
1996. 

The consortium said it had 
achieved the increase without 
experiencing the production diffi- 
culties encountered by Boeing. Hie 
US manufacturer had to suspend 
production of its flagship 747 air- 
craft for 20 days last year because 
of its inability to keep up with 
orders. 

Mr Pierson said: “The way in 
which our people have been able to 
take advantage of the upturn in 
the market in 1997 has been out- 
standing.” 

Airbus said it would increase 
production by a further 30 per cent 
this year and would deliver 235 air- 
craft. It expected to do so without 
encountering any production diffi- 
culties. 

Boeing said it plann ed to deliver 
550 aircraft this year, maintaining 
its clear lead over Airbus. 

See Lex comment I 
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Vietnam starts 
oil refinery 


By Jeremy Grant in Hanoi 

Vietnam is pressing ahead 
with plans for its controver- 
sial first oil refinery, with 
work expected to start today 
on the Si.2bn prestige proj- 
ect, despite lack of financing 
and doubts over its liability. 

Foreign diplomats and 
senior government officials 
are to attend a ground-break- 
ing ceremony for the 130.000 
barrels a day refinery at 
Dung Quat. a sandy area 
populated mainly by poor 
fishermen in central Q Liang 
Ngai Province. 

Vietnam ann ounced the 
project with fanfare two 
years ago. but it ran into 
problems after Total of 
France withdrew in 1995. 
saying it was too far from 
the country's main southern 
offshore sources of crude oil 
to be viable. 

The government has since 
wavered over foreign 
involvement in the project, 
encouraging a second for- 
eign proposal from Petronas 
of Malaysia. Conoco of the 
US. LG Group of South 
Korea and Taiwanese inves- 


tors. only to reject it last 
year. 

The indecision reflects an 
increasing tendency for 
Hanoi to shun foreign 
involvement in infrastruc- 
ture in favour of socialist- 
style “mega-projects” for rea- 
sons of national pride, 
regardless of whether financ- 
ing can be found, industry 
executives say. 

Economists have urged the 
communist authorities to 
allocate scarce resources to 
more needy areas, such as 
financial sector reform, 
health and education. 

Bankers have said the 
project will be impossible to 
finance, even without taking 
into account regional eco- 
nomic crisis. 

Hanoi believes it could be 
partly financed using hard 
currency crude oil revenues 
of about 5150m a year from a 
Russo-Vietnamese oil extrac- 
tion venture, as well as 
money siphoned from state 
coffers. But the government 
faces tight budgetary con- 
straints and has foreign 
exchange reserves of only 
52bn. 


Kiev picks fruits of friendship 

Russia-Ukraine relations are the best since the Soviet break-up 

R ussian-Ukrainian such as what Belaruf 

trade relations are AOOT Obolon, brewer of Ukraine's favourite Obolon beer, signed.” said Zbigniew Brze 
the best since the will receive a S40m loan from the European Bank for zinski. former CS national 


R ussian-Ukrainian 
trade relations are 
the best since the 
. break-up of the Soviet Union 
1 after the resolution of a 
I protracted trade war. 

Late last year the two 
countries agreed to abolish 
value added tax on each oth- 
ers’ goods. Because of the 
taxes, estimated trade 
between the two countries 
had fallen some 20 per cent 
for the year, and Ukraine 
lost around Slbn in export 
earnings. 

In addition. Russia has re- 
opened its markets to Ukrai- 
nian sugar and rescheduled 
over $100m in Ukrainian 
debts for natural gas imports 
which relieved pressure on 
Ukraine's troubled finances. 

Earlier last year Ukraine 
stepped back from the threat 
of a military parts trade war 
following a disagreement 
with Russia over a 5600m 
tank deal which Kiev had 
struck with P akis tan. Nearly 
70 Russian plants ended up 
benefiting from the Paki- 
stani deal, creating Jobs in 
both countries. 

Officials in Kiev had 
accused Moscow of political 


AOOT Obolon, brewer of Ukraine's favourite Obolon beer, 
will receive a S40m loan from the European Bank for 
Reconstruction and Development (EBRD), a senior bank 
official said yesterday. 

Hie EBRD is to provide a S30m loan over seven years 
with a further 510m credit facility over three years. 

The cash will go towards modernising a plant in Kiev and 
expansion of beer production to Z2m hectolitres a year. 

Increased production is aimed at expanding market share 
at home and lifting exports. In Soviet times the brewery 
was one of several producing standard Zhigolyovskoye 
beer. 

Now private and wholly Ukr ainian owned, the brewery’s 
Obolon brand, launched after Ukrainian independence, is 
exported to Russia, the US and Canada. 


and economic motives in 
attempting to block their 
arms business, but the reso- 
lution of the dispute brought 
mutual benefits. The 
improvement of other trade 
ties later in the year have 
contributed to better politi- 
cal relations. 

The warmer relations are 
a surprise to some. Since 
independence in 1991, 
Ukraine has been the most 
anti-Russian of the newly 
independent states of the for- 
mer Soviet Union, and a role 
model for other former 
Soviet republics in then- 
attempts to distance them- 


selves from Moscow. 

Analysts doubt that the 
recent detente between 
Ukraine and Russia could 
lead to an agreement simil ar 
to that Moscow signed with 
Belarus, Ukraine's neigh- 
bour, in May last year. 

The agreement deepened 
economic ties and has pro- 
voked talk that Belarus 
might eventually join the 
Russian Federation. 

“What would set off alarm 
bells in the west is if 
Ukraine signed some thing 
which, rather than being 
about free trade, involved 
subordination to Moscow, 


such as what Belarus 
signed.” said Zbigniew Brze- 
ring ki. former CS national 
security advisor. 

However. Ukraine's rela- 
tionship with the west is at a 
low point. The country is the 
third largest recipient of US 
foreign aid and a big recipi- 
ent of IMF and World Rank 
credits which depend an US 
approval 

But the US Congress has 
become increasingly fed up 
with Ukraine's high level of 
official corruption and its 
poor treatment of foreign 
investors. Multilateral credi- 
tors have seriously curtailed 
tending because of Ukraine’s 
lack of economic reforms. 

The drop in credits has ' 
seriously affected Ukraine's 
external finances at the 
same time that the year-old 
trade war with Russia was 
swelling the country's cur- 
rent account deficit to over 
S2bn in 1997. double the pre- 
vious year’s figure. 

Moscow’s initiative to end 
the trade war and reschedule 
gas debts could not have 
come at a better time. 

Charles Clover 


By WBfiam HaD in Zurich 

Switzerland, which is due to 
hold a referendum m curb- 
- ing genetic engineering later 
this year, has fallen info line 
with the majority of Euro- 
pean Union members and 
approved the import of 
genetically altered com for 
use as a foodstuff or as ani- 
mal feed. 

Swiss federal health and 
agricultural authorities yes- 
terday approved the import 
of Novartis’s genetically 
improved Bt com. The deci- 
sion followed approvals from 
the EU and US where more 
than lm hectares ctf Bt com 
have already been planted. 

The EU approved Novar- 
tis’s Bt com in November 
1996. but Austria and Lux- 
embourg have continued to 
ban imports because of wide- , 
spread public anxiety. 

Novartis’s new type of 
genetically engineered com. 1 
has built-in protection 
against insects, such as the 
com borer, which can cause 
severe damage to crops. 
Novartis argues that it is 
more environmentally 
friendly than some other 
types of genetically altered 
com since it reduces the use 
of pesticides. However. 
Novartis has not yet applied 
for approval of Bt com for 
cultivation in Switzerland. 

Swiss opinion polls have 
shown most Swiss consum- 
ers do not want food made 
with genetically altered sub- 
stances. The Swiss chapter 
of the World Wild Life Fund 
said yesterday that it was 
“astounded by the indiffer- 
ence” of the Swiss health 
authorities. 

Swiss pharmaceutical com- 
panies welcomed the govern- 
ment’s acknowledgement 
that genetically altered com 
was as safe as conventional 
com. They believe it is a 
sign that the Swiss govern- 
ment is preparing to give a 
firmer lead in the genetic 
engineering debate. 

Switzerland is to hold a 
referendum in 1996 on 
whether to ban use of trans- 
genic animals in research. 


ByABson Maitland in Oxford 

Franz Fischler, the 
European union form com- 
missioner. and Dan Glick- 

man, the US agriculture sec- 
retary, are due to meet 
privately - in Oxford, 
England, today in an effort 
to resolve a trade row over 
meat safety. 

The EU has threatened to 
ban imports of fresh US 
meat and poultry worth up 
to 5100 m on the grounds of 
"serious deficiencies” in 
testing for antibiotic, anti- 
bacterial and other sub- 
stances in live mimalft and 
animal products. 

Last month the EU gave 
the US an ultimatum to 
strengthen its meat inspec- 
tion controls within six 
months or face an import 
ban. 

Hie US, which last month 
announced a ban on Eurq- 
pean beef and lamb because 
of doubts about BU surveil- 
lance of BSE. or “mad cow” 
disease, has said the EU 
threat is politically moti- 
vated. 

The trade row could - also 
possibly sabotage a bilateral 
deal on veterinary stan- 
dards. 

Mr Glickman and Mr 
Fischler are both speaking 
at a farming conference Is 
Oxford. 

The US restrictions on EU 
beef and lamb were seen as 
retaliation for a proposed 
EU ban on “specified risk 
materials” - the orga ns 
most likely to carry BSE - 
hi beef. 

The ban has been delayed 
until April at the earliest 
after the Commission foiled 
to persuade European Union 
nations to back a series of 
exemptions aimed at easing 
US concerns over the pro- 
posed ban. 

The Commission has also 
faced a barrage of protests 
from the US, which exports 
billions of dollars worth of 
products containing cattle 
derivatives, including phar- 
maceutical and cosmetics, to 
the EU each year. 


NEWS: INTERNATIONAL 


UN approval of oil-for-food programme adds to uncertainty for world crude producers 

Markets braced for wave of Iraqi oil 


By Robert Corzine in 
London end Laura Silber at 
the U ntted Nations 

Weak world oil markets 
yesterday prepared for a 
renewed wave of Iraqi crude 
exports after Kofi A nnan . 
United Nations secretary 
general, approved a revised 
plan for distribution of food 
and medicine under the lat- 
est phase of the UN-spon- 
sored oil-for-food pro- 
gramme. 

Under the year-old 
scheme, Iraq is allowed to 
sell S2bn of oil every six 
months to buy humanitarian 
goods to ease the plight of 
the Iraqi population, hard 
hit by mandatory sanctions. 
The proceeds of the sales are 
controlled by the UN. Sanc- 
tions. including an oil 
embargo, were imposed after 
Iraq invaded Kuwait in 
August. 1990. 


Oil price 

Brant bland 60-day forward 
($ per barret) 
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The oil-for-food plan was 
renewed for a third six- 
month period on December 
4, but Baghdad suspended oil 
exports, accusing the US of 
delaying approval of con- 
tracts by a UN sanctions 
committee. 

Yesterday, Amer Rashid, 


Iraq’s oil minister, said Iraq 
would be ready to resume 
exports within a few days. 

He said Iraq was able to 
export three to four times 
more crude oil than the 
amount allocated by the 
original UN resolution 
authorising the oil deaL 

The Security Council will 
consider whether to raise 
the amount of oil that Iraq 
can sell after Mr Annan sub- 
mits a report on the pro- 
gramme by the end of Janu- 
ary. 

The prospect of an early 
resumption of Iraqi oil 
exports threatens to add 
more uncertainty to an 
already volatile oil market 
At one stage yesterday Brent 
Blend for February deUvery, 
the North Sea crude that 
serves as an international 
price bellwether, fell to a 30- 
month low of 515.57 a barret 
Just four months ago Brent 


was trading at more than $21 
a barreL 

The Iraqi factor in world 
oil markets is especially vol- 
atile because or the way in 
which the oil-for-food pro- 
gramme is structured. By 
setting a value rather than a 
volume target, the UN 
ensured that Iraqi exports 
would fluctuate wildly 
according to world prices. 

Last year, when Brent 
Blend averaged about 519.30, 
Iraq exported an average of 
just over 700.000 b/d. But if 
present prices of about $16 a 
barrel persist Iraqi exports 
will need to average about 
900,000 b/d to meet the $2bn 
target. 

Actual Iraqi exports in the 
next two months could be as 
high as 1.3m b/d because the 
UN requires that half the 
money is earned in the first 
three months of the pro- 
gramme. Iraq’s demand for a 


new aid plan means one 
month if that period has 
already passed. 

The additional exports are 
unlikely to be greeted with 
enthusiasm by Iraq’s fellow 
members of the Organisation 
of Petroleum Exporting 
Countries, whose decision 
last November to raise their 
production ce i li n g by 10 per 
cent is increasingly being 
questioned by analysts. 

Saudi Arabia, which 
orchestrated the rise, "made 
a mistake”, according to Leo 
Drollas, director of London's 
Centre for Globa] Energy 
Studies. Unless prices firm 
in the coming weeks Riyadh 
faced the prospect of cutting 
Saudi output or persuading 
other Opec states to rein in 
theirs. “That would be the 
worst of all worlds for the 
Saudis,” be said. 

Philip Verleger, a US ana- 
lyst, said the actions of 


financial speculators were a 
big factor behind the drop in 
oil markets over the past 
three months. But he 
warned that Asia’s economic 
crisis meant the market fun- 
damentals had now turned 
against Opec “until some- 
body takes some oil off the 
market". 

But as Mr Verleger points 
out, much of Saudi Arabia's 
sales are long-term con- 
tracts. In a weak market 
Saudi Aram cxi is unlikely to 
risk the wrath of steady cus- 
tomers by reducing cargoes. 

Iraq’s record with the oO- 
for-food programme is such 
that some of that oil could 
come from yet another Bagh- 
dad-ordered suspension of 
the UN scheme. “Iraq wants 
to create a sense of crisis 
and pressure for the full lift- 
ing of sanctions,” said Fer- 
gus McLeod at Natwest Mar- 
kets in Edinburgh. 


US envoy in 
new Mideast 
peace drive 


Steelmakers see clouds on Asian horizons 


Prices are under pressure as economic turmoil 
is likely to dent demand, writes Stefan Wagstyl 


Steel companies 

-Share prices relative to their respective fruflces 
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E conomic turmoil in 
east Asia is casting a 
long shadow over the 
world steel industry. The 
sharp slowdown in economic 
growth has tak^n the shine 
off what would otherwise 
have been a bumper year for 
steelmakers in the US and 
Europe as well as in Asia. 

And it has undermined 
steelmakers' hopes that the 
high prices they have 
enjoyed in 1997 would con- 
tinue throughout 1998. 

Japanese makers are 
already cutting output. In 
the US and Europe, the 
Immediate outlook is good, 
given the strength of local 
economic growth. But there 
are growing fears that the 
next downturn In this highly 
cyclical industry could now 
come as soon as the second 
half of 1998. instead of 1999 
or later. 

The American Institute for 
International Steel, the trade 
body for US steel importers, 
warns in a year-end report 
that Asian economic turmoil 
will hit US steelmakers hard 


and could start a new round 
in the long-simmering trade 
war over international steel 
shipments. 

Rices are already falling 
in east Asia and north Amer- 
ica. albeit from the highest 
levels since the early 1990s. 

In Europe, leading makers 
are planning a modest 
increase of about 5 per cent 
this month but some traders 
doubt whether it will stick. 

Some producers 
will cut output 
but others 
are expanding 

Steelmakers' share prices 
reflect these worries. Since 
the end of June, Nippon 
Steel the leading Japanese 
company, is down more than 
50 per Cent US Steel and Usi- 
nor are down by about 20 per 
cent 

British Steel of the UK has 
fallen by less than 7 per cent 
- but it was already weak 


because of the Impact on 
profits of the strong pound. 
RTZ, a big supplier of coal 
and iron ore to the industry, 
particularly in east Asia, is 

down 30 per cent. 

Tom Runiewicz. of Wefa, a 
US steel market research 
company, estimates that the 
downturn in east Asia will 
cut consumption growth by 
about 7m tonnes, about l per 
cent of world output. 

But with some local pro- 
ducers expanding produc- 
tion, notably in South Korea, 
the amount of extra steel 
looking for new markets 
could be higher. 

The brunt of any output 
cuts will fall on Japan, 
which exports about 20 per 
cent of its output. Japanese 
companies could cut output 
next year by up to 5m tonnes 
from this year’s estimated 
total of 102m tonnes. 

Takeshi Yoshii. executive 
vice-president of Nippon 
Steel, warns exports will be 
hit by weak demand and 
competition from Korea. 

Europe, the other big net 
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exporter of steel, is partly 
cushioned by distance from 
east Asia and by buoyant 
domestic demand. However. 
Peter fish, managing direc- 
tor of MEPS (Europe), a 
Sheffield -based market 
research company, warns 
that Europe Can main tain its 
exports next year and will 
struggle to the face of com- 
petition from imparts. 

In the US, Mr Runiewicz 
argues the impact on steel 
markets can be exaggerated 
given the strength of 
demand in north America 
and Europe and the modest 
scale of the forecast decline 


in consumption growth in 

Asia. 

However, his forecast - 
like others - Is based on eco- 
nomic projections which 
may yet turn out to he opti- 
mistic. The full extent of the 
Korean crisis has yet to 
emerge. Nor is it dear that 
China, a big net importer of 
steel, will emerge unscathed 
from the turmoiL 

Moreover, steel prices are 
sensitive to relatively mod- 
est changes in demand 
because companies like to 
build stocks when they 
expect price increases and 
reduce them when they 


anticipate declines. As Pat- 
rick Genevas, of Eurocon- 
sult, says: “There is a danger 
the price reductions could 
snowbalL" 

The expected decline in 
demand in east Asia comes 
at a sensitive time because it 
will coincide with a big 
planned expansion of capac- 
ity. 

In Korea. Posco is bringing 
on stream a new mill which 
will enable it to overtake 
Nippon Steel as the world’s 
biggest maker. In the US, 
more minim flls - low-cost 1 
competitors to traditional 
integrated steelworks - wifi 
come into operation, adding 
capacity to an already satu- 
rated market. In Europe. 
Aceralia, the newly priva- 
tised Spanish group, is 
expanding 

John Bowden, investor 
relations director at British 
Steel, says steel highlights 
the problems raised for west- 
ern countries by east Asian 
economic turmoiL “Are we 
going to bail those countries 
out via the IMF and let them 
export their way oat of trou- 
ble? That’s not just a steel 
industry question but a gen- 
eral trade question.” 


By Judy Dempsey 
fn Jerusalem 

Dennis Ross, US Middle East 
envoy, arrived in Israel yes- 
terday in an attempt to pave 
the way for a second Israeli 
troop withdrawal from the 
West Bank. 

He immediately held talks 
with Benjamin Netanyahu, 
Israel’s prime minister, and 
was last night due to meet 
Yassir Arafat, president of 
the Palestinian Authority. 

But the envoy's visit will 
be made more difficult by 
the resignation of David 
Levy, the foreign minister, 
and a government riven by 
disputes over such issues as 
how much land Israel should 
hand back to the Palestin- 
ians. 

Mr Levy was considered 
one of the more moderate 
voices in the cabinet, favour- 
ing a substantial troop with- 
drawal 

But Avigdor Kahalani, 
internal security minister 
and head of the centrist 
Third Way party, is also 
growing impatient with the 
government’s foot-dragging 
on troop redeployment Ear- 
lier this week he threatened 
to withdraw from the gov- 
ernment if it did not agree a 
credible pullback. 

Yitzhak Mordechai. the 
defence minister, who is con- 
sidered a moderate, yester- 
day also called on the gov- 
ernment to carry oat the 
withdrawal 

“I hope 1 am not alone in 
this battle” for the pullback, 
he said. “And I hope that the 
government will go ahead 
with a pullback it already 
agreed." 

Last month cabinet agreed 
in principle to a second rede- 
ployment but did not specify 
the amount of territory to be 
vacated or a timetable. It 
authorised a ministerial 
committee, including Mr 
Levy, to draw up the propos- 
als. 

However, the seven-party 
coalition is now dominated 
by ultra-Orthodox and 
nationalist parties that 
oppose a sizeable with- 



Ross: his task will be harder 
after Levy's resignation 

drawaL if any at alL 

They are insisting that Mr 
Netanyahu reach agreement 
with the cabinet before trav- 
elling to Washington, where 
he is due to meet President 
Bill Clinton on January 30. 

But governing Likud offi- 
cials said Mr Netanyahu did 
not want “his hands tied" 
during the Washington visit, 
adding that this might be 
difficult to achieve, since the 
nationalist parties in the 
coalition felt they had a 
greater hold on Mr Netan- 
yahu now that he was more 
beholden to them for main- 
taining the stability of the 
government 

With such political Insta- 
bility, Israeli government 
officials said the US might 
not want to put too much 
pressure on Mr Netanyahu, 
fearing it might lead to the 
collapse of the government 

Mr Kahalani. for example, 
said he would "start count- 
ing 60 days to the elections" 
if the nationalists and 
"hawks" blocked a troop 
pullback- 

“Hie US does not want an 
early election because it 
would mean even more time 
would be lost in trying to 
put the peace process back 
on track," said a senior 
Likud member. 

But Palestinian officials 
have said an election might 
finally clarify the entire 
direction of the peace pro- 
cess. 
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TRUCKING COMPANIES 
MOVE FREIGHT. 



SHIPS TRANSPORT GOODS. 



AIR FREIGHTERS 
CARRY CARGO. 



CALL US TO MOVE IDEAS. 
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Tears ago, GTE was simply a telephone company: a mover of voices over copper wires. 
But now, we’ve become a leader in the movement of ideas and information via a variety 
of vehicles: local telephone, long distance, wireless, video, the Internet, Airfbne* and 
directories. In fact, GTE has quietly built a company that’s a lot different than most 
people realize. So we wanted to take this opportunity to tell you how we walk the walk. 


We’re now one of the largest providers of Internet 
solutions to business. And we're developing a 15.000-mile 
data network stretching from the eastern seaboard to 

- the California coast It will expand the GTE network 

to 100 times the size of today’s Internet Mfffixr 

GTE manages private data j 

Microsoft to the California 911 
service. And we’ve been a leading 
pmijn’' 

- • SuperPages 13 on the World " 

Wide Web list more than 11 million businesses. 
We also host some of the largest websites in the world \ 
supporting more than 25 million page views 
a day over our network- 




We're a leader in Internet security, too, making business 
on the Net safer through state-of-the-art encryption and 
firewall technologies, such as our Site PatroT A managed 

R ~ en the Department of Defense 

Treasury depend on GTE 
■ highly secure networks - 

We’re also a long-distance 
company, with more than one 
nd a half million customers. 
Ve’re a wireless company, with 
tore than four million cellular 
ustomers in the US. We’re the 
eader in in-flight calling with 
iirfone 9 installations in more 
ban 2,000 aircraft -worldwide . 
ding a wireless paging system 
in China. We serve more than 
six million customers outside the U.S . , from Canada to 
Argentina . And we have more than 21 million lines in the 
U.S . , from Alaska to Florida. 

We’re people who move ideas, from one person to the 
other and one place to the next, in a lot of different ways. 
That’s what we do. That’s who we are . 


While your business already has a telephone company, you may not have a local, long distance, 
wireless, video, Internet, Airfone’and directories telephone company. And while most businesses 
are familiar with people who move raw materials, finished goods and overnight packages, 
you may not have a company that’s dedicated to moving your most precious cargo of all. 


Could we take one someplace for you? 


www.gte.com 


PEOPLE 

MOVING 

IDEAS" 
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South Korea 
to give debt 
guarantees 


By John Burton in Seoul 

The South Korean 
government is prepared to 
accept high interest rates 
and guarantee private sector 
debt to persuade foreign 
banks to extend maturities 
on the nation’s short-term 
debt. Lim Chang-yuel. 
finance minister, said yester- 
day. 

The comments by Mr Lim. 
in an interview to be pub- 
lished today in the Dong- Ah 
Ilbo. a leading domestic 
newspaper, came as Korean 
officials studied proposals by 
foreign banks to convert 
S&L2bn in debt due over the 
next year into longer-term 
debt, which would ease the 
nation's financial crisis. 

Mr LLm said Korea would 
“provide incentives such as 
higher interest rates" and 
“offer government guaran- 


tees on the debt as requested 
by the foreign financial insti- 
tutions as a condition to con- 
verting the debt". 

Japanese banks, in partic- 
ular. have been demanding 
state guarantees in return 
for emending the maturities 
of Korean debt. This would 
allow them to provide loans 
to Korea without endanger- 
ing their Bank for Interna- 
tional Settlements capital 
adequacy levels when the 
fiscal year closes March 31. 
The BIS excludes state-guar- 
anteed debt in determining 
the capita] adequacy level of 
8 per cent of total lending. 

The Korean offer of higher 
interest rates on rescheduled 
loan payments would be the 
main incentive for US and 
European banks to agree to 
the debt restructuring. 

Several Korean officials 
met main US banks in New 



South Koreans sign their names promising to save WonlOO (18 US cents) a day and donate 
the money to the government to help pay off the IMF loan of almost 5601m r« m 


York this week In a prelimi- 
nary discussion of various 
plans to restructure the 
nation's foreign debt, includ- 
ing extending maturities and 
raising new Funds. 

The Seoul government, 
once it reviews the proposed 
options, is expected to send 
another delegation to the US 
next week to start negotia- 
tions with foreign lenders. 

South Korea’s central 
bank governor will also meet 
his European counterparts 
in the UK. France and Ger- 
many to discuss the finan- 
cial crisis and seek new 
loans beginning today. 


Meanwhile, the finance min- 
istry said it expected parlia- 
ment to approve legislation 
this month to approve hos- 
tile foreign takeovers of Kor- 
ean companies in an effort to 
attract overseas investment 
It would have the authority 
to approve foreign takeovers 
of companies with assets of 
Won2.000bn ($i.2bn) once 
overseas investors acquired 
15 per cent or more. 

Korea is also negotiating 
with the International Mone- 
tary Fund on readjusting the 
macro-economic targets con- 
tained in the rescue agree- 
ment signed in December. 


A sharp fall in the won 
and high interest rates will 
force Korea to accept a lower 
growth rate than the initial 
target of 2J5 per cent, and 
higher infla tion than the 5 
per cent earlier predicted. 
The unemployment rate of 
3.9 per cent will be revised 
upward, while the current 
account surplus estimate 
will be increased. 

Improved investor confi- 
dence led to a 25 per cent 
rise in the Seoul bourse yes- 
terday to 406.34 points as 
interest rates eased by 53 
basis points to 25 per cent 
See Observer 


Seoul probes ‘rumours’ 


By John Barton In Seoul 

A crackdown by South 
Korean prosecutors on "hos- 
tile*' rumours about Korean 
companies, including the 
arrest of a US journalist and 
several local securities 
employees, underscores 
growing sensitivity about 
reports of threatened bank- 
ruptcies resulting from the 
nation’s financial crisis. 

Prosecutors yesterday said 
they were investigating 
automated telephone ser- 
vices offerin g stock market 
tips allegedly about compa- 
nies in danger of collapse. 

In a reflection of the back- 
lash against the Interna- 
tional Mnnpft a r y Fund bail- 
out, prosecutors claimed the 
damaging reports were 
meant to drive down share 
prices of listed companies, 
making them vulnerable to 
foreign takeovers. 

This followed a decision 
last month by prosecutors to 
imprison a Korean- American 
journalist for allegedly libel- 
ing a South Korean newspa- 
per company by repeating it 
was dose to collapse 

Richard Choi, a journalist 
for a Korean radio station in 


Los Angeles, was arrested 
after he reported “rumours" 
that the Hankuk Ubo, one of 
Korea’s leading newspapers, 
was in financial trouble and 
might be taken over by the 
Hyundai group, which owns 
a rival newspaper. 

The Hankuk Ilbo, which 
denied the report, filed crim- 
inal charges against Mr Choi 
based on a law protecting 
companies against rumour 
and malicious defamation. 

The prosecution has also 
arrested several employees 
of securities firms for 
spreading “hostile” rumours 
about potential bankruptcies 
in the last three n wpt hs, 

Some of Korea's leading 
conglomerates have recently 
complained to journalists 
and equities analysts in 
Seoul about reports suggest- 
ing they might be at risk 
because of the financial cri- 
sis. 

Several foreign securities 
houses in Seoul have issued 
reports selecting potentially 
vulnerable companies by 
using the Altman Z-score 
formula, a method of predict- 
ing bankruptcies. 

Dresdner Kleinwort Ben- 
son concluded that all of 


Korea's top 30 conglomer- 
ates, except for the cash-rich 
Lotte retail and hotel group, 
were “vulnerable to insol- 
vency,” with, the 15 smallest, 
particularly at risk. • 

Korean executives criticise 
as “irresponsible" the use of 
the Altman Z-score' formula. 
“What recourse do we have 
if the predictions turn out to 
be wrong?" said one Daewoo 
official. Korean companies 
complain that such reports 
could exacerbate their finan- 
cial problems by discourag- 
ing foreign banks to extend 
loans. Some western equities 
. analysts agree. 

“The reports publicised by 
the media could become 
self-fulfilling prophecies by 
scaring away investors and 
business." said one analyst 

But other analysts said the 
government and companies 
bad sought to suppress infor- 
mation that later turned out 
to be accurate. 

In November, the govern- 
ment accused the interna- 
tional media of exaggerating 
its foreign debt crisis while 
It kept secret that the 
nation's foreign currency 
reserves were rapidly evapo- 
rating. 


Averting a global financial catastrophe was no holiday 


Richard Waters, John Authers and George Graham chart the Christmas Eve rescue deal 
for South Korea and warn that much still has to be settled among international banks 


W hen the calls went out Just 
before Christmas, the clock 
was already ticking on what 
could have become an international 
financial catastrophe. Earlier, during 
an optimistic Thanksgiving weekend in 
late November. Robert Rubin, the US 
Treasury secretary, had helped to steer 
South Korea to an official international 
rescue package after a slump in its 
currency. But now the country had slid 
into a new liquidity crisis with surpris- 
ing speed. 

An outright loan default - a distinct 
possibility - could well have prompted 
similar problems across East Asia in a 
chilling echo of the Latin American 
debt crisis of the 1980s. according to 
people who have been involved in 
efforts to restructure the country's 
massive short-term debts over the past 
two weeks. 

But while the structure of interna- 
tional loans on which South Korea’s 
financial and corporate system rests 
has been shored up in recent days, a 
lasting solution to the country's debt 
crisis has yet to be found. And. as 
attempts get under way this week to 
orchestrate a second extension of the 


country's short-term loans, it is also 
clear that there is little time left to 
forge a solution to a staggeringly com- 
plex set of problems. 

With hindsight, US bankers and reg- 
ulators now say that the US treasury 
and the International Monetary Fund 
declared victory too soon in the fight to 
save Korea - with almost disastrous 
consequences. A SoTbn package of offi- 
cial aid was not enough, it turned out. 
for a country with international debts 
now reckoned at nearly S200bn, almost 
half of which fall due during this year. 
A vote of confidence from the country's 
bank creditors around the world was 
also needed - otherwise the aid pour- 
ing from official coffers would have 
drained away as quickly as it arrived. 

That vote of confidence never came. 
Some bankers point to a failed attempt 
in the second week of December to 
raise $2bn through a syndicated loan 
for the Korea Development Bank, led 
by JP Morgan, as a tinning point. Oth- 


ers point to the failure of Goldman 
Sachs and Salomon Smith Barney to 
launch a global bond issue for the 
country the following week. 

Whatever the trigger, b ank credit 
officers around the world got cold feet 
Loans falling due to Korean borrowers 
were not renewed - to the extent that 
at one stage, the country's foreign 
exchange reserves were falling by an 
estimated Slbn a day. 

It was at this point that Mr Rubin 
stepped in, personally telephoning the 
chairmen of several of the largest US 
b anks to enlist their support He left 
them with a daunting job: to organise a 
global rescue over a holiday period 
when many of the world's biggest 
banks would be closed much of the 
time, with the aim of heading off a 
crisis that could have broken before 
the end of the year. 

Though not the biggest lenders to 
Korea, US banks collectively are esti- 
mated to have $I0bn at stake. They 


would also suffer far more if the 
escalating regional financial crisis was 
not brought under control. Another 
possible reason for their readiness to 
jump into the breach is the large fees 
that may be at stake when the country 
returns to the international capital 
markets. 

Several European bankers have 
expressed wariness about the motives 
of their US counterparts in recent days. 
“We don't want to see them collect the 
glory and the fees for some elaborate 
bond issue while we end up bearing the 
risk.” warned one continental banker. 

While the jealousies may have mud- 
died the waters the international res- 
cue plan launched at a meeting at the 
New York Federal Reserve Bank on 
Christmas Eve had its effect. Bill 
Rhodes, the Citicorp vice-chairman 
who had led the Latin American 
rescheduling, was called back fr om a 
holiday in Barbados to take the lead 
role in cajoling foreign banks around 


the world into accepting a rollover. 
Ernie Stem, a former World Bank offi- 
cial and now managing director at JP 
Morgan, drafted the bankers' proposal 
for a longer-term refinancing plan. 

The arm-twisting has worked, at 
least for now. According to one esti- 
mate, during the three final days of 
last year, after the US and UK banks 
agreed. 90-35 per cent of foreign loans 
were rolled over. Banks from other 
countries, including Italy, France and 
Canada, followed in the next few days. 

An attempt is now being made to roll 
these loans over a second time, either 
by extending the existing informal 
bank agreement to the end of March or 
by potting in place a more formal 
standstill plan that would take the 
pressure off for the rest of the year. 
And hopes of a quick. S15bn return by 
Korea to the capital markets this 
month has given way to talk of the 
need for S25bn or mare by the end of 
March. 


Hie parameters of those discussions 
are now becoming clearer. They 
involve t.ha timing of a financial pack- 
age, the extent to which the Korean 
state should stand behind the loans of 
private sector companies and banks, 
and how much new money the country 
needs. 

At one extreme are the commercial 
banks. Under their plan, Korea itself 
would issue S20bn to $25bn of securities 
in one fell swoop. Roughly half would 
be new cash, while the rest would rep- 
resent debt exchanges by existing bank 
creditors. The banks could then hold 
the securities or sell them on. while a 
range of maturities on the bonds and 
notes, stretching from one to 10 years, 
would extend the profile of Korea's 
debt burden. 

Other plans, including those pro- 
posed by the investment banks, are 
less comprehensive. A second attempt 
at the global bond issue, together with 
a separate $5 bn bank loan, was given 
tacit support by Korean officials earlier 
this week, along with a package of 
extensions on another $20bn of bank 
and corporate debts. Whatever is 
decided, the clock is ticking a gain 


Strong growth ‘could end 
urban poverty’ in India 


By Mark Nicholson 
in New Delhi 

India could virtually 
eliminate urban poverty 
within a decade if it could 
sustain economic growth 
averaging 6.4 per cent, 
according to a forthcoming 
study of income trends, one 
of the broadest ever com- 
piled 

The report* also forecasts 
an explosion in the size and 
purchasing power of India's 
middle classes. This much 
touted Indian consumer mar- 
ket has so far disappointed 
multinational companies, 
which entered newly liberali- 
sing India expecting to find a 
purchasing class of 250m 
consumers, a now widely 
derided estimate. 

However, the new study 
suggests that middle and 
upper income households - 
defined as those earning 
more than Rs45.000 (*1.140) a 
year at 1994 prices - will by 
2007 comprise 42 per cent of 


a population which would 
then be l.lobn, compared 
with 17.5 per cent of today’s 
960m population. 

The study, due for release 
in the next few weeks, was 
produced by the govern- 
ment-backed National Coun- 
cil of Applied Economic 
Research. It bases its projec- 
tions on income and con- 
sumption data drawn from 
300,000 households surveyed 
every year for the past 12 
years, perhaps the largest 
such study undertaken any- 
where in the world. 

It forecasts the number of 
highest earning households, 
earning more than RS96.000 
a year, would grow fourfold 
to 11.7 per cent of the popu- 
lation in 2007 from just 2.9 
per cent now. The study 
takes the Indian household 
as the primary economic 
unit for purposes of the sur- 
vey. finding the average 
household to be 5.7 people. 

But the most “stunning" 
findings, according to 


I. Natarajan. the economist 
who compiled the report, are 
the possible effects of con- 
sistent growth on poverty. 
“Poverty will be practically 
non-existent in urban India 
on these assumptions,” he 
says. “More than any of the 
programmes for poverty 
elimination, growth alone 
will solve the problem." 

The report estimates that 
a decade of growth in gross 
domestic product averaging 
6.4 per cent - in line with 
growth over the past three 
years - would by 2007 
reduce to just 17.8 per cent 
the population in the low 
income bracket, defined as 
households earning below 
Rs2 2. 500. The current propor- 
tion is 53.6 per cent. In abso- 
lute terms, such growth 
would more than halve the 
number of such poor house- 
holds to 35.5m from 86m. 

Terming the projected 6.43 
per cent growth rate as “con- 
servative", Mr Natarajan 
said his model forecast the 


number of poorest house- 
holds could fall to just 14.75 
per cent of the population by 
2007, assuming higher 
growth averaging 7.8 per 
cent over the next decade. 

But the report also fore- 
sees growing disparities 
between Indian cities and 
the countryside, where 74 
per cent of people live. With 
growth spurred by the indus- 
trial and tertiary sectors, 
and agricultural growth 
stagnant, urban incomes are 
seen rising faster. The study 
forecasts that 95 per cent of 
low income households will 
be in rural areas by 2007. 

The report suggests that 
by 2007 about 30 per cent of 
Indians will live in cities, 
against 26 per cent today. 
But Mr Natarajan said this 
rate of urbanisation was 
based on current govern- 
ment estimates and did not 
account for possible acceler- 
ated urbanisation prompted 
by the rising income dispari- 
ties suggested by his report 
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UN launches fresh appeal to 
avert famine in North Korea 


By Peter Montagnon, 

Asia Ecfitor, fan London 

The United Nations has 
launched a fresh appeal for 
$378m for food for North 
Korea in the year beginning 
on April 1, making this the 
largest relief effort ever 
mounted by its W orld Food 
Programme (WFP). 

The amount is more than 
double its $14lm appeal for 
the current financial year 
and is needed to prevent the 
country's chronic food short- 
age from developing into 
famine, a development that 
was only just averted last 
year, said Catherine Bertini. 
WFP executive director. 

Ms Bertini said the food 
shortage had been made 
worse by a combination of 
severe drought and tidal 
waves last summer. Some 
people were now trying to 
grow food on the roofs of 
their houses and factories 
had been converted to the 
manufacture of briquettes 
made from tree bark and 
leaves to alleviate hunger. 

There were also signs of 
soil erosion as trees were cut 
down to make way for food 
crops, a process which could 
cause perennial flooding. 

North Korea would need 
long-term solutions to Its 
agriculture problems, she 
said, but there were no pol- 
icy conditions attached to 
the appeal. “There is a basic 
humanitarian belief that we 





Workers rebuild a sea wall in North Korea as part of a UN food-for-work project ww Tom i 


have to keep people alive.” 

The increased progr amm e 
was made possible by agree- 
ment from North Korea to 
allow additional UN staff 
into the country and the 
establishment of more 
offices that would allow the 
organisation to monitor dis- 
tribution of food, ensuring it 
was not siphoned off to offi- 
cials and the military. 

For the first time. UN offi- 
cials are to be given access 
to the remote northern prov- 
ince of Ryangjang from 


which unconfirmed reports 
of rannihaiigm emanated as 
the food shortage Intensified 
last year. Altogether some 
7.5m North Koreans are 
expected to benefit from the 
programme, roughly a third 
of the country's population. • 
The programme is expec- 
ted to provide 660,000 tonnes 
of food, with a further 
360,000 tonnes coming from 
bilateral donors. So for this 
year, 396.000 tonnes have 
flowed through the UN pro- 
gramme while bilateral 


donors have given 528,000 
tonnes. The balance is likely 
to shift as UN distribution 
channels are Improved. 

Ms Bertini said the UN 
had had no direct contact 
with Kim Dae-jung, South 
Korea’s president-elect but 
she had been encouraged by 
his calls for dialogue with 
North Korea. Despite their 
prickly bilateral relation- 
ship, South Korea is one of 
the top three food donors to 
North Korea, alongside the 
US and European Union. 


Thais order dollar repatriation 


By Our Aslan staff 

The Thai cabinet yesterday 
ordered exporting companies 
to repatriate their dollar 
earnings immediately as a 
fresh wave of selling hit the 
Thai baht and other Aslan 

currencies. 

The baht closed at a 
record low of Bt£U5 to the 
US dollar, compared to Bt50 
on Monday. In the offshore 
market, the baht was as low 
as Bt54.4 to the greenback. 

Other currencies were hit 
as companies scrambled to 
buy dollars to meet debt 
repayments and worries 
resurfaced about the impact 
on Asian exporters of a fur- 
ther decline in the Japanese 
yen amid expectations that 
the authorities in Tokyo 


would inject liquidity into 
the money markets to ease 
banking problems and help 
reflate the economy. 

Yesterday’s plunge in the 
yen yesterday prompted the 
Bank of Japan to step in 
with another small round of 
yen buying, traders said. 
This helped to stabilise the 
yen, pushing it below Y13 4 
to file dollar in late Tokyo 
trading after It touched 
134.3, a five-year low. 

The Bank of Japan said 
Japan's foreign exchange 
reserves stood at §22G.8bn at 
the end of December, com- 
pared with $228.4bn a month 
earlier. The bank yesterday 
refused to comment on how 
much of this decline was due 
to intervention. 

Japan's vice-minister of 


finance for international 
affairs, Eisuke Sakakibara, is 
due to meet US officials later 
this week. Some traders 
hope the meeting will trigger 
concerted efforts by the US 
and Japanese to support the 
currency- 

Heavy selling of the Aus- 
tralian dollar by overseas 
funds meanwhile drove that 
currency down to 63.47 US 
cents on yesterday morning, 
the lowest level since late 
1986 and more than one US 
cent lower than Monday's 
close of 64J28 cents. 

Economists said the Aus- 
tralian dollar had been over- 
sold in recent weeks and had 
fallen too for, due to fears of 
the country's economic reli- 
ance on Asian markets for 
exports of commodities and 


other goods. The Australian 
dollar has fallen by nearly 7 
per cent against the US dol- 
lar since early last month. . 

The Taiwan dollar, a pillar 
of strength for much of the 
Asian currency crisis, fell 
through T$33 on Monday to 
a decade low TS33.226. a dra- 
matic single-day fall of 
nearly half a Taiwan dollar. 

The Hong Kong dollar 
remained firm but interbank 
interest rates, the level at 
which banks lend to each 
other, climbed higher to 
about n per cent in late 
trading yesterday. Previ- 
ously interbank rates have 
risen in defence of the Hong 
Kong dollar, which is pegged 
to its US counterpart at a 
rate of HKJ7.8. 

See Currencies page 
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NEWS: UK 


Cost contaimnent and distribution methods to be investigated by incoming chairman 



s may reform role of brokers 


By Christopher Adams 
and Norma Cohen 


Lloyd’s of . London Is. to launch a 
sweeping review under. Max Tay- 
lor, its new chairman, of the way it 
transacts business. Mr taylor, who 
is. expected to succeed Sir David 
Howland as chairman at a meeting 
of the .insurance market's ruling 
council today, said in an interview 
that Lloyd's would have to reform 
distribution, methods and mryt^ j n 
costs in 'order to retain its share of 
worldwide business. 

Lloyd’s' has. traditionally been 
heavily .xeliant on commission - 
seeking intermediaries called bro- 


kers to bring it business. But this 
poshes up transaction costs, mak- 
ing it increasingly difficult to com- 
pete with more efficient rivals in 
other global centres. 

Moreover, a swathe of mergers 
and acquisitions in the broking sec- 
tor has concentrated much of the 
business in very few hands, threat- 
acting to undermine the bargaining 
power of Lloyd's underwriters. 

*We will be looking to create a 
longer term framework for 
Lloyd's,” said Mr Taylor. 

“The brokers with whom we 
trade are extremely powerful and 
global, which has to be to our bene- 
fit. What we have to examine is 


whether there are lines of business 
we can pursue using other routes 
and widen access.” 

Mr Taylor, who spent more than 
20 years with Willis Corroon. the 
insurance broker, said Lloyd's 
could allow brokers in other parts 
of the world who have to deal with 
Lloyd’s through representatives in 
London to access the market more 
directly. ■ 

The successful completion of a 
recovery plan in 1996 to reinsure 
billions of pounds in old losses 
marked the end of the worst chap- 
ter in Lloyd's 310-year history, but 
underwriters say key issues have 
yet to be adequately addressed. 


A glut of capacity has led to 
fierce rate-cutting in commercial 
insurance and reinsurance mar- 
kets. the main areas where Lloyd's 
operates. Profitability has come 
under severe pressure since 1994. 

Containing costs was “crucial" 
and Lloyd's would have to make 
greater use of technology, he said. 
“We are in a viciously competitive 
market. 

I “We’ve got enormous underwrit- 
ing talent, but this on its own 
yiron't be enough." 

■ Changes to the system which 
requires underwriters to raise 
fresh capital each year were likely 
and Lloyd’s could ask Names, the 


individuals who have traditionally 
backed it, to sign up for two or 
more years instead of the custom- 
ary one. 

Lloyd's also announced that it 
has let almost the entire fourth gal- 
lery of its headquarters building to 
Regus (UK) Ltd. the serviced office 
provider, at a base rent of £398 
($656.70) per square metre. 

With the latest letting, nearly a 
third of the 28,080 sq mb nil d ing is 
rented to third-party tenants, most 
of whom have a commercial rela- 
tionship with Lloyd's. The space 
was vacated by Equitas, the com- 
pany which reinsured Lloyd's old 
losses. 


Minister urges 
tougher farms 
reform for EU 


By Afiaon Maftiand in Oxford 

European Commission plans 
to reform agricultural policy 
must be tougher Jf Europe Is 
to compete globally, the UK 
government said yesterday. 

Jack Cunningham, the UK 
agriculture minister who 
will chair the European 
Union farm council for . the 
next six months, predicted 
that EU agriculture would 
be largely unsubsidised in 10 
years. 15s sweeping deregu- 
latory- vision Is in sharp con- 
trast to Germany's, outright 
opposition to proposed cots 
in farm support prices. 

Mr Cunningham said the 
Commission's Agenda 2000 
proposals took too little 
account' of EU enlargement 
or the next round of World 
Trade Organisation talks. 

They made -no allowance 
for phasing out compensa- 
tion payments to farmers 
and set no date for ending 
production controls on milk.. 

Mr Cunningham told the 
anneal Oxford- fanning con- 
ference that “failure to- 
tackle these fundamental 
questions* now, in. this 
reform, will not only pat the 
EU in a defensive position in 
the WTO negotiations ... it 
will also leave the EU facing 
a second, and possibly much . 
more painful, round of 
reform'. . _ ; 

"Be said be wotid^figbf ah£- 
Commissioh attempt to- 
impose EU-wide ceilings on 
payments to farmers because 
this would dmcrinrihate 
against larger, more compet- 
itive UK farmers. But he 
would consider some form of. 


payment capping in the UK. 
provided this was not 
decided by Brussels. 

• The governing Labour 
party plans to expel two left- 
wing members of the Euro- 
pean parliament, it emerged 
last night. Expulsions would 
be the toughest disciplinary 
action the party has taken 
since coming to power in 
Britain in May 1997, our 
Political Staff write. 

Ken Coates and Hugh 
Kerr, both fierce critics of 
Tony Blair, the prime minis- 
ter, were yesterday excluded 
from Labour's Socialist 
-group in Strasbourg for 
threatening to join the 
Green party. 

The two MEPs, who came 
close to expulsion last 
November for attacking 
Labour’s introduction of pro- 
portional representation in 
European elections, have 
been told they should leave 
the party or face expulsion. 
“They should seriously con- 
sider , resigning from 
Labour,” said a senior party 
official. .-“If they do not, they 
will very soon be seriously 
disciplined.’' 

Mr Coates and Mr Kerr are 
said to be the leaders of a 
larger rebellion within the 
European Parliament. They 
: have been canvassing for 
constituency support to run 
as “protest” candidates, pro- 
what^Jhey Beeas tra~ 
ditional Labour values. 

With 213 members, centre- 
left parties still comprise the 
largest group in the Euro- 
pean parliament 

Commodities, Page 22 



Now Toon Bkimohom 

The residents of 16 prefabricated houses in Birmingham, the second-biggest city in England, discovered this week that 
they had joined the nation’s stately homes on the government list of “buildings of special architectural or historic 
interest". Thousands of temporary “prefabs” were hastily built from metal components in the late 1940s when there was a 
shortage of bricks and other conventional building materials. Most have been demolished. 


Foreign secretary cites ‘success’ 


By David Buchan, 

Diplomatic Editor 

Robin Cook, the foreign 
secretary, yesterday claimed 
a series of successes for his 
“ethical” foreign policy and 
pledged to make human 
rights a priority for Britain’s 
presidency of the European 
Union. 

In his • first detailed 
defence of the policy, he 
descTtoed himself as a ‘‘real- 
ist”, hot told the House of 
Commons foreign affairs 
committee that this did not 
preclude robust promotion of 
human rights issues. 

Mr Cook said greater 
emphasis on an ethical for- 


eign policy bad given Britain 
a key role in bringing sus- 
pected Bosnian war crimi- 
nals to justice, giving safe 
havens to witnesses in the 
Bosnian war crimes trials 
and campaigning to estab- 
lish a permanent interna- 
tional war crimes tribunal. 

Mr Cook also suggested 
that the policy had made its 
mark on other UK govern- 
ment departments, with 
stricter guidelines on arms 
exports and a recent policy 
paper on aid. 

Mr Cook, who also ruled 
out forsaking the Foreign 
Office for the imminent post 
of Scottish first minister in 
the planned Scottish parlia- 


ment. praised his own 
department for rapidly 
adjusting to the new policy. 

He had “not been con- 
scious of any resistance or 
spanner in the works” front 
his diplomats, he said. 

He was taken to task by 
both sides in the committee 
for inconsistency in carrying 
out the new policy. 

He was pressed by Vir- 
ginia Bottomley, a former 
Conservative minister, on 
the way in which Tony 
Blair, the prime minister, 
had agreed to meet President 
Daniel arap Mai, the contro- 
versially re-elected Kenyan 
leader, who turned \jp at 
Nairobi airport when Mr 


Blair's plane stopped to 
refuel at the weekend. Mr 
Cook described the Kenyan 
election as flawed, but not 
fatally so. He told Mrs Bot- 
tomley; “It is very easy to 
keep our hands dean by not 
having anything to do with 
those who violate human 
rights, but that does not 
improve the situation.” 

Mr Cook said the govern- 
ment may use the British 
presidency of the EU. which 
began on January Z, to initf- 
ate action on Algeria. It 
would try to get a common 
EU human rights position on 
China and would pursue 
work on an EU code of con- 
duct on arms sales. 


Copybook buy-out wins publishing group 

But the sale of IPC Magazines to its management had some peculiarities, John Gapper reports 


T he £860m (*1.4bn) 
sale of IPC Magazines 
to Its management 
backed . by' investors .-led by 
the Cinven venture capital 
group - was in many ways a 
copybook ' management 
buy-out. But ^ the transac- 
tion, which was agreed qn 
Monday, has featured some 
peculiar diversions. . 

These have included : con- 
troversy over the exclusive 
rights to negotiate granted 
to Cinven by lteed Elsevier, 
IPC’s owner,, during the 
Christmas' period,- --and a ' 
public announcement of an 
offer that was no longer 
being considered. 

IPC’s spin-off. means it can 
now compete “independently 
with rivals such .'as- Emaip,. 
the BBC and -Heinrich 
Bauer, the German group. \ 
Yet its miaiagement.team 


- led by Mike Matthew, 
chief executive - will have 
to work hard to justify the 
value placed on the group’s 
70 titles, which include mar- 
ket leaders such as Woman, 
Homes and - Gardens, and 
Marie Claire. Although the 


SBBi 


tors Kluwer to concentrate 
on specialist publishing - is 
a fair Indication of IPC’s 
unusual market value. 

About a dozen trade and 
financial buyers put in bids 
of between £750m and 
£90bm, with Cinven at the 


'W-r 



price is not demanding on 
1997 earnings, this is. a 
buoyant period in the adver- 
tising cycle. 

The interest generated by 
the auction - set in train by 
Reed Elsevier Following its 
proposed- merger with Wol- 


top end of the range. Emap 
is thought to have submit- 
ted a strong bid to take over 
at least part of IPC. 

However, the Emap bid 
and those of other trade 
buyers faced big potential 
obstacles. A combined Emap 


and IPC would have con- 
trolled 40 per cent of UK 
consumer magazines by cir- 
culation and up to 90 per 
cent of distribution. 

This was one reason why 
Reed Elsevier and its advis- 
ers SBC Warburg Dillon 
Read were open to an 
aggressive approach from 
Cinven, advised by Salomon 
Smith Barney. Cinven 
offered £860m if it could 
gain exclusive negotiating 
rights. 

According to SBC War- 
burg, this price represents 
about 11 tones IPG's 1997 
earnings before interest, 
depreciation and tax - and 
up to 18 times estimated 
post-tax earnings. This is 
simflar to the market valua- 
tion of Emap, probably the 
most direct comparison. 

Simon Warshaw, head of 


SBC Warburg's media 
group, says the Cinven offer 
“represented the best value 
that could be achieved for 
Reed’s shareholders, taking 
into account the degree of 
certainty, speed and price". 

C inven has been track- 
ing IPC for some 
time, and presented a 
more thorough assessment 
of the business than some 
bidders. It was only after 
Reed had agreed to enter 
exclusive talks that Cinven 
gained access to the man- 
agement team. 

But SBC Warburg’s indi- 
cation to other parties that 
they were likely to enter a 
second round of bidding has 
ruffled some feathers. 

Electra Fleming, the ven- 
ture capita] group, was 
among those surprised. 


Some of IPC’s editorial man- 
agers outside the buy-out 
group favoured an Electra 
Fleming bny-ont. Electra, 
thought to have made an 
initial bid of £790m-810m, 
played down suggestions 
that it might protest. 

Whatever the rights and 
wrongs of the sale process. 
IPC now has to prove itself 
as an independent entity. 
Brian linden, a director of 
Cinven, says it intends to 
examine acquisitions as well 
as investing in organic 
growth of IPC titles. 

“We could well be inter- 
ested if the right acquisition 
came along,” he says. Rivals 
such as Bauer and Emap are 
unlikely to sell out, but 
there are a number of 
smaller privately-owned 
groups of magazine titles 
that could be sold. 


Sony seeks stake in dance record labels 


Wnle^e music sales 

Real value of sales (Cm) . 

1,-700 


By AHco.RawsfiMMTi 
In Londwi ; . 

Sony Music/ the record 
company, is believed to be in 

negotiations:, to acquire a 

stake in Skint and Loaded, 
the dance record .labels. V 
Skint and Loaded have 
signed a string : of critically- 
acclaimed "dance musfc acts . 
including the ‘Lo-Fid^lity 
AHstars, Bentley • Rhythm 
Ace and Fafboy ; Slim. 


The record company's 
talks ^with the two labels 
form part* of a growing trend 
in . the - music - business 
whereby multinational 
record companies, known as 
“majors” in the industry, 
invest in the smaller, 
independently-owned labels 
which . have _ traditionally 
been more adept at spotting 
new talent 

The discussions with 
Sony, a UK subsidiary of the 


Japanese entertainment 
group which already has a 
eimiter agreement with Cre- 
ation Records, Oasis's record 
' label, are understood to have 
started in 1997. 

-Sony, which is behind 
Jamiroquai, Celine Dion and 
the Manic Street Preachers, 
is expected to acquire-a sub- 
stantial min o r it y sharehold- 
ing of np to 49 per cent in 
Skint and Loaded, as well as 
the rights to distribute any 


new artists signed by the 
labels outside the UK. 

Such a deal would be simi- 
lar to the accord with Cre- 
ation, whereby Sony origi- 
nally paid £2.5m to Alan 
McGee and Dick Green, the 

label's co-founders, far a 49 
per cent stake in 1992. The 
subsequent success of Oasis, 
the best-selling UK rock 
group of the 1990s with 
worldwide album sales of 
25m, prompted Sony to pay 


another £l4m in 1996 to 
extend the agreement for 
five years. 

■ The government plans to 
assemble a team of senior 
record executives to conduct 
a review of all policies affect- 
ing the music industry. 

Chris Smith, the culture 
secretary, is expected nest 
week to unveil details of the 
group, which will be mod- 
elled on a similar body 
rtflsftftgj-ng film policy. 
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UK NEWS DIGEST 


English factory 
to make Jaguar 

Ford Motor yesterday confirmed its Halewood plant in 
north-west England had beaten its Cologne factory in Ger 
many to become the manufacturing site for Jaguar's new 
“baby” executive saloon to be built from 2001- Jac Nasser, 
head of Ford's automotive operations, said Jaguar's out- 
put could eventually c limb above the 200.000-250,000 cars a 
year expected when the X2QG and X400 go on sale with the 
addition of further projects. He said: “1998 is a turning 
point for Jaguar. We think there's a lot more potential in 
the brand and in the market place." 

The company, which built 45.000 cars last year, has 
undergone a thorough overhaul and rapid expansion fol- 
lowing its £l.5bn ($2_5bn) acquisition by Ford in 1989. The 
Halewood factory will be transferred to Jaguar's owner- 
ship. Jaguar's current workforce of 6,000 is already sched- 
uled to increase by about 800 with the expansion of pro- 
duction at Castle Bromwich for the new mid-sized X200 
saloon, to be unveiled later this year. Adding Halewood 
will take employment at the group, based in the English 
midlands, to about 20,000 by 2002. Haig Stmonian. Detroit 

■ STRONG POUND 


Exporters to lobby government 

Leaders of up to 30 export industries will meet at the Lon- 
don International Boat Show next week in an effort to put 
pressure on the government over the strength of the 
pound. Tony Beech ey, executive chairman of the British 
Marine Industries Federation, said: “We are not hostile to 
the government, but there is a problem. We need to make 
people aware of it and the effects it is having." The feder- 
ation runs the boat show, which opens on Friday. 

Participants at a conference about the pound will 
include the Society of Motor Manufacturers and Traders 
and the British Electro-Technical and Allied Manufactur- 
ers Association, which groups trade bodies in the electri- 
cal and engineering field. Others include manufacturers 
of ceramics, furniture, hydraulic power, building materi- 
als. construction equipment, sports, camping and eques- 
trian equipment. Brian Groom 

INTERNET 


Providers face data law charges 

Internet service providers in Britain which use informa- 
tion stored in their customer databases for purposes other 
than h illing could be breaking the law unless they regis- 
ter under the Data Protection AcL The issue has emerged 
from a dispute between Prestel On-line and one of its cor- 
porate customers which has led to Prestel feeing charges 
under the act. Like many other internet service providers, 
Prestel On-Line, which has about 13.000 customers, 
believed it was exempt from the act's registration require- 
ments under a section which allows companies to main- 
tain electronic customer databases for the purposes of 
billing. However, early last year Prestel decided to e-mail 
its subscribers in batches to warn them of service inter- 
ruptions. Each e-mail message contained the addresses of 
other subscribers within the batch. One of its subscribers 
used the client list far advertising. Prestel warned the 
subscriber to stop these marketing activities and has 
since registered under the act Paul Taylor 

COMMERCIAL PROPERTY 


Retail strength to drive up demand 

The strength of the UK's retail sector will drive up 
demand for commercial property for the next six months, 
according to the latest bi-annual survey by the Confedera- 
tion of British Industry, the biggest employers’ lobby, and 
Grimley's. the property consultancy. The report found 
that, excluding utility companies, a balance of 26 per cent 
of companies expect to increase their property holdings 
over the next six months, mostly to provide expanded- 
capacity. But in manufacturing, demand for space is stag- 
nant or felling, the survey showed. Moreover, it suggests 
that employers are not prepared to seek additional space 
at any cost. The primary reason cited as a constraint on 
expansion is the Inability to obtain an adequate rate of 
return on the additional investment. A close second is the 
cost of further accommodation. “It’s not a hell-for-leather 
expansion at all costs," said Stuart Morley, bead of 
research at Grimley's. Norma Cohen 

STOCK EXCHANGE 


Adjusted Index closed 16 points up 

The London Stock Exchange's decision to adjust some 
closing share prices on December 31 in an attempt to 
weed out anomalies In the final trading session of the 
year meant that the FTSE 100 index ended the year 16.4 
points higher than it would otherwise have done. The offi- 
cial closing value of the FTSE 100 index, which will be 
used by many fund managers and pension fund trustees 
for their evaluation of investment performance, was 
announced last Wednesday as 5.135.5, a gain of 3.2 on the 
day. But that came after the exchange had adjusted the 
prices of 11 shares to eliminate the effects of three last- 
minute arbitrage trades, which had caused sharp swings 
in some prices when very few orders were left on the 
exchange's electronic order book. 

FTSE International, which calculates the index, had 
stopped publishing the index at I2h09, one minute before 
the close of trading on December 31. At that point, the 
FTSE 100 stood at 5,133.8. But the company, which is 
jointly owned by the Financial Times and the exchange, 
said yesterday that the closing index value would have 
been 5,119.1, had it not been for the price adjustments. 

George Graham 
London Stocks. Page 28 

BOOK RETAILING 


US chain plans European store 

Borders, one of North America's biggest book and music 
retailers, will open its first European store this year on 
London's Oxford Street The store will be the biggest 
bookshop to be built in Britain for 50 years and reflects 
the trend for book retailers to develop US-style super- 
stores in the UK. Barnes & Noble, Borders' rival in the 
US, recently abandoned its search for superstore sites in 
the UK But it still hopes to enter the UK market and is 
now seeking an acquisition or joint venture. Borders first 
signalled its intention to expand into the UK last year by 
buying Books Etc. the London-based chain, for £40m 
($66m). It plans to establish a UK chain selling a wider 
range of cultural products and operating cafes from big- 
ger sites. Alice Rmosthom 

Lex, Page 16 


Barclays unit accused of Nazi gold collaboration in France 


By George GrahmivBanidngEcfitor . 

Barclays, the UK * banking group, is 
considering hiring extra -archivists to : 
help sort ihrougfr ■.its; ^tecords after its 
French '.' unit 1 was accused, , in a class 
actum- suit of collaborating with the * 
Nasds- in looting- Jewish .assets during 
the second: worid war.. . 

Barclays, ihe- 'only for eign-owned 
bank to be named in the .suit, said that 
afteTthe" occtql&tkm^of Francq'to 1940 tt 


had no communication with its French 
affiliate,- which operated independently 
during the war under the supervision, 
of. a German controller. 

. It is thought that Barclays, which 
-had. 12 br anches in France at the time, 
was able to continue operating because 
-it -had more liquidity than other Brit- 
ish-owned banks. Barclays has not yet 
been able to establish when it regained 
contrail of the unit. 

- Nor has the bank been able to deter- 


mine whether it still holds records 
from the war. French law requires 
banks to keep records for SO years. 

The class action suit was filed in 
New York on behalf of Femande Bod- 
ner and Anna Zajdenberg, two Jews 
born in France and now resident in 
New York, whose family's assets were 
co nfis cated during the second world 
war and have never been returned. 

Besides Barclays, the suit names 
eight other international banks which 


had operations in France under the 
1940-44 Vichy regime, including Credit 
Lyonnais. Soci£t& G6n&rale and Banque 
Paribas. It says they collaborated with 
the Nazis and Vichy authorities In 
“plundering cash, gold, foreign 
exchange, securities, jewellery, art 
treasures, businesses and equipment”. 

According to Kenneth McCafiion, the 
attorney leading the suit, a key aim of 
the action is to allow a full accounting 
of the records which he says are in the 


possession of the banks. However, nei- 
ther the lawyers bringing the action, 
nor the French banks, seem clear on 
where the assets would now be. 

The suit alleges that Barclays was 
"one of the primary banks at which 
Nazi officials maintained accounts con- 
taining the proceeds of sales of prop- 
erty of certain Jewish foreign nationals 
with holdings in the Occupied Zone". 

An internal Barclays history, pub- 
lished in 1972. says that the German 


controller's duties included seeing that 
financial arrangements were provided 
for German enterprises operating in 
France. “Such business was bound to 
he unwelcome to the banks, br i ng i n g 
with it, as it did, the suggestion of 
cooperation with the enemy, and the 
general management in spite of the 
crying need for deposits was deter- 
mined to resist the pressure with a 
good grace if possible, or a had grace if 
necessary." 










s' 




M any leaders support 
the widespread view 
among the general 
public that indus- 
trial and business practices 
should be more environmentally 
friendly, ethical and more sus- 
tainable. But how do they make 
such aspirations part of corporate 
strategy 4 ' "Sustainable develop- 
ment is one of those ideas that 
everybody supports but nobody 
really knows what it means” says 
Sir Jonathon Porritt, a leading 
British environmentalist. 

But Sir Jonathon thinks an 
answer is now to hand. The Natu- 
ral Step, an initiative founded at 
the end of the 1980s in Sweden by 
Karl-Hcnrik Robert, a cancer 
researcher, “slices through that 
confusion", he says. 

The Natural Step, which was 
adopted by some Swedish compa- 
nies in the early 1990s and is 
spreading elsewhere, comprises 
what is claimed to be a readily 
comprehensible set of tools that 
any business can use to integrate 
“sustainability'' in its decision 
making. This will help it antici- 
pate the stricter regulatory' cli- 
mate that will be necessary' In a 
more crowded world, and so gain 
competitive advantage. 

Four "system conditions" lie at 
the heart of the approach: 

• Metals, minerals and fossil 
fuels must not be extracted at a 
faster pace than their slow re- 
deposit in the earth's crust; 

• Man-made substances must 
not increase systematically in 
nature - they must not he pro- 
duced faster than their slow rede- 
posit in the earth's crust: 

• The physical basis for the pro- 
ductivity and diversity of nature 


The UK’s 

presidency of the 
European Union is 
far more tban a 
diplomatic set 
piece. 1 believe it 
is potentially as important for 
the planet's future as last 
month's ground-breaking negoti- 
ations in Kyoto. 

The prime minister has made 
dear what we want from the 
presidency: more jobs, a fresh 
approach to tackling crime and 
improvement of the environ- 
ment. 

That is why later today 1 will 
be unveiling the comprehensive 
environmental measures we are 
going to pilot through the Euro- 
pean Union before July. 

Nobody is pretending it is 
going to be easy. During the 
presidency, the agreement 
reached at the Kyoto summit on 
climate change last month will 
be open for signature. Bat what 
we started in Japan has to be 
seen through; it falls to us to 
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BUSINESS AND THE ENVIRONMENT 


Scientists disagree on the feasibility of ecological 
cost-benefit analysis, says Caspar Henderson 


Natural step to 


sustainability 



mm 


nu 

mi 


must not be diminished in qual- 
ity or quantity: 

• Basic human needs must be 
met with the most resource- 
efficient methods possible, 
including equitable distribution 
of resources. 

Businesses using the Natural 
Step must ask themselves 
whether any strategy or measure 
they are considering will tend 
toward the fulfilment of these 
system conditions, and must only 
adopt it if it does. 

The underlying ideas are not 
unfamiliar in the business world. 
Following the Earth Summit in 
Rio in 1992. the World Business 
Council for Sustainable Develop- 
ment. a lobby group whose mem- 
bers include many large multi- 
nationals. defined the challenge 
of sustainable development as 
the necessity to "meet the needs 
of a growing population fairly 
within the planet's ecological 
means”. 

This, says the council, would 
require massive “de-materialisa- 
tion” - doing more with less raw 


material - and a 20-fold gain in 
“eco-efflciency”. 

The basic concepts, such as 
efficiency gains and carrying 
capacity, are fairly easy to grasp, 
at least in outline. 

Increased efficiency in the use 
of energy and resources is a 
familiar feature of most indus- 
trial sectors. Energy use in the 
production of ammonia, for 
example, declined by 5.5 per cent 
a year from 1910 to 1950. Today, 
advances in material sciences 
mean ever more can be made 
with ever less. 

Carrying capacity - the notion 
that there are limits to wbat can 
be extracted from and deposited 
in the environment - is an idea 
borrowed from ecology. Us appli- 
cation in business and economics 
has taken longer to establish 
credibility. In tbe 1970s. fears 
that natural resources, such as 
oil, might run out proved 
unfounded: prices increased, and 
new reserves were found. 

But In the past decade concern 
has increased that tbe rate of 


deposition of wastes and pollut- 
ants may undermine prosperity. 
Today, few experts believe that 
lObn people - the likely world 
population within the lifetime of 
today's youngest mouths - can 
consume in the way Americans 
do today without severe conse- 
quences. 

Part of tbe solution, says Rob- 
ert Ayres, who describes himself 
as an “industrial ecologist' 1 at 
Insead, the Fontainebleau-based 
business school, is to view the 
company like an or ganis m. and 
the economy like an ecosystem - 
in terms of flows of energy and 
materials, not just money. 

David Cook, who directs the 
Natural Step programme in the 
UK, says the initiative does just 
that But. more importantly: “It 
is a means of getting sustainabil- 
ity on to the boardroom table and 
ensuring that it stays there 
rather than getting bounced 
down the corridor to the environ- 
ment department.” 

Among the companies that 
have embraced the Natural Step 



lead the EU in implementing the 
outcomes of the summit 

For example, we have to reach 
agreement on how member 
states share the Eli's obligation 
to achieve an 8 per cent cut by 
2008-2012, in emissions of green- 
house gases such as carbon diox- 
ide (CO.). 

Britain and the EU were to the 
fore in securing agreement at 
Kyoto. We all need to m aintain 
that momentum and take steps 
to ensure we develop our econo- 
mies in sustainable ways. 

On the world stage, the EU 
must be prepared Tor the forth- 
coming international discussion 
on the trading of emissions 
allowances, and the treatment of 
“carbon sinks'*, such as forests. 

Targets for reducing emissions 
are too often portrayed as pain, 
not gain. But through research, 
development and technological 
improvement, tbe implementa- 
tion of policies to address cli- 
mate change offers real opportu- 
nities. This will not only achieve 


Viewpoint • By John Prescott 


Green light for the 
EU presidency 


our environmental objectives 
but, in a forward looking sus- 
tainable economy, help to secure 
jobs, prosperity and growth. 

There is a key role in this for 
the business community too. 
Last month, just before we set 
off for Kyoto, the prime minister 
held a seminar at No 10 for the 
Advisory Committee on Business 
and the Environment. Daring 
oar presidency, we will be con- 
tinuing that work by drawing up 
rules for private sector involve- 
ment in developing clean tech- 
nologies - the sort of state of the 
art innovation that will be so 


readily marketable in developing 
countries as they too set about 
cleaning up their act 
Once again, it is government 
that sets the ground rules, but it 
is up to business and trade union 
leaders to deliver the measures 
that will be needed to meet new 
greenhouse gas targets. Once the 
rules on trading emissions have 
been worked out, for example, 
the City will have a fresh oppor- 
tunity to trade in these new 
international commodities. Too 
often in the past, the UK has led 
the way in generating new tech- 
nologies but missed oat on the 


benefits of implementation. 

Apart from climate change, 
another priority for us during 
the next six months is driving up 
the standard of air quality across 
Europe. 

We want to see lower emission 
standards for goods vehicles and 
lower levels of sulphur dioxide 
(SOz) nitrogen dioxide (NO,), lead 
and particulates - and well be 
looking to initiate and progress 
legislation on these issues. 

We will be moving at all lev- 
els, and working across all trans- 
port modes - including looking 
at emissions from aircraft We 







is Interface, a US-based carpet 
tile manufacturer, which 
describes itself as “a resource-in- 
tensive company whose largest 
divisions are petroleum depen- 
dent”. 

Like others that have taken on 
the initiative, including Scan die 
Hotels and McDonald's in Swe- 
den. waste reduction anil elimi- 
nation has been the company's 


first goal 

Next, says Ray Anderson, 
chairman of Interface, come 
benign emissions (that is. no pol- 
lutants). renewable energy and 
resource efficient transport. 
These are seen as crucial steps 
towards an ul tima te goal of rede- 
fining commerce to “focus. on the 
delivery of a service and value 
instead of delivery of material”. 



Financially yours, 

ingJI§)group 






Id the UK, Interlace, has jqst 
installed 1 carpet' tile at a confer- 
ence centre in Bristol employing 
yam that uses 80 per cent recy- 
cled nylon. The company is also 
putting together a tease deal 
under which it retains fuU owner- 

sbip and responsibility for the 
product until ite replacement. 

The Natural Step has thrived 
in Sweden, which has a tradition 
of consensus, and its advocates 
hope the same will happen in the 
UK. National Power, Yorkshire 
Water and the Environnient 
Agency have already given their 
backing. Tarmac, the Body Shop 
and businesses hr the chemical, 
financial, insurance and manu- 
facturing sectors are said to be 
looking at It closely, while 
Friends of the Earth endorses its 
basic principles. 

But some experts, while prais- 
ing the Natural Step's moral pur- 
pose, doubt that the fourth sys- 
tem condition has anything to do 
with science, and argue that the 
first three unravel as soon as 
they are closely scrutinised. 

Clive Hambier. an Oxford Uni- 
versity ecologist says they are 
“too ambiguous'’ to mean any- . 
thing in ecology. “Cost-benefit- 
analysis itself is in its infancy, 
particularly for full life-cycle and 
long-term costing," be says. “Eco- 
logical cost-benefit analysis is 
even less developed” 

Mr Hambier fears that at same 
stage tbe Natural Step could be 
used to avoid hard but necessary 
choices: “We may have to con- 
sider increasing the human 
changes made to some systems in 
order to prevent irreversible 
changes such, as species extinc- 
tion in others,” he warns. 


know that we can make a mas- 
sive contribution to reducing 
acid rain by reducing sulphur 
levels in heavy fuel oils. 

Such new measures need the 
co-operation of many people to 
see the light of day. Oar chal- 
lenge over the next six months 
will be to take the green aspects 
to other areas of EU policy mak- 
ing as well. 

So my colleagues and I will 
actively seek out opportunities 
to promote environmental pro- 
tection in other policy fields, 
such as fisheries and power gen- 
eration. 

One way we can do this is to 
challenge narrow thinkin g. So 
we have called together a Joint 
Council of Environment and 
Transport Ministers to discuss 
how best to wor k towards an EU 
transport policy that makes envi- 
ronmental sense. 

This move reflects the prime 
minister's decision to establish 
my own department made up, as 
it is, of transport the environ- 


ment and the regions. An inte- 
grated transport policy is some- 
thing of a holy grail here in the 
UK - and we do not underesti- 
mate the challenge of tackling 
this topic internationally as well 
daring the presidency. 

Visitors to Paris and Athens 
know what visitors to London 
and Birmingham know all too 
well: we cannot go on with con- 
gestion as it is, let alone in the 
future. And a European-wide 
approach is the sensible way for- 
ward. 

The next six months should 
show the world we can “run a 
good presidency”. But we will 
not be judged only by tbe vari- 
ous directives we leave in our 
wake - but by a simpler, and 
starker, yardstick: the improve- 
ments made to the quality of life 
we create for people as a result 
of our presidency, both here in 
the UK and across Europe. 


John Prescott is . the UK's deputy 
prime minister. 
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_£.thfi centre of 
commsdal north 
American theatre. 
_ ^Broadway has long 
been the focus of delighted 
- tourists and disgruntled 
purists, the former enjoying 
the ever-increasing 
spect a cl e, the latter 
wingoing about too little 
substance. 

Both camps , will have 
much to talk about in 1988. 
Broadway opens the new 
year with two productionSj 
TkeCapeman (January 8; at 
the Marquis), and Ragtime 
(January 18, at the Ford 
.Centre^ that continue this 
season’s trend toward 
“event” musicals. 

Generally speaking, an 
“event” involves a budget of 
more than 510m. months of 
advance media hype, and a 
Hollywood-type marketing 
blitz that all butassures that 
the smaller. Broadway 
shows, no matter what their 
level of quality, will empire 
prematurely. . '. . ■ . 

With the overwhelming 
success of Disney's 
theatrical adaptation of The 
Lion King, there is no 
question that these “events” 
wfU proliferate, with the 
attention paid to their 
advance packaging 
increasingly obscuring any 
discussion of a production's 
merits. 

Ragtime, an Edwardian-era 
panorama based ou EX. 
DoctorowV novel, and The 
Capeman, the story of a 
1950s Puerto Rican gang 
member as told by the . 
composer Paul Simon and 
his collaborators, the poet 
Derek Walcott and the 


American Theatre 1998 • Brendan Lemon 


tempts the 
purists and tourists 


director Mark Morris, are 
undoubtedlyfoll of 
excitements. But whether 
. even they can last 
indefinitely in a crowded 
Broadway marketplace Is 
another issue. 

Disney is not counting on 
The Lion King to flat ten the 
competition forever it w31 
open another Elton 
John-Tim Rice musical, 
based on Aida, on Broadway 
in the autumn. 

Other upcoming New York 
musicals that must go up 
against the corporate 
juggernauts are spring 
revivals of Cole Porter’s 
High Society, which is based 
on the classic 1939 comedy 
The .P/riladeZpbxG Story, and 
George C. Wolfe's production 
of the 1944 Leonard 

Bernstein show On the 
Town, which was a sell-out 
this past summer at the 
open-air theatre in Central 
Park. 

Broadway will also see a 
lavish revival of The Sound 
of Music (Martin Beck 
Theatre, opening March 12) 
and , sometime before the 
end of the year, a Toronto 
transfer of a new musical 


based on Jane Eyre. 

The traffic from Toronto to 
New York is steered largely 
by the producer Garth 
Drabinsky, who in addition 
to opening Ragtime in New 
York, is developing a dark 
new Hal Prince-directed 
musical called Parade. 

Based an a century-old 
criminal case, Parade has 
been impressing the select 
audiences invited to its 
workshop performances. 

With any luck, it will reach 
Broadway late in 1998. 

Transatlantic crossings to 
New York, which during the 
past few years have tended 
to centre upon imports from 
London's National Theatre, 
will in the new year emanate 
mostly from other sources. 

From the Donmar 
Warehouse and the director 
Sam Mendes comes a 
production of Kander and 
Ebb’s Cabaret starring 
Natasha Richardson 
(opening in late March). 

In the meantime, the 
Almeida Theatre, hoping 
perhaps to duplicate the 
New York success of Ralph 
Fiennes in Hamlet two years 
ago, will almost certainly 


bring over another star. 
Fiennes’ good friend Liam 
Neeson. as Oscar Wilde in 
David Hare's next play, The 
Judas Kiss. 

And from the Royal 
Shakespeare Company there 
will be a Broadway transfer 
of Peter Whelan's The 
Herbal Bed and off-Broadway 
perhaps a more limited, 
repertory run of Hamlet and 
one or two other works. 

One way to think of all 
these British imports is as in 
recompense for the 
diamond-hard production of 
the musical Chicago which is 
playing the West End. 

That cynical. 

vaudeville-soaked 1975 show 
originated in a New York 
series of musicals-in-concert 
called Encores! - a series 
that has just announced its 
1998 City Centre lineup: the 
1927 Gershwin-George S 
Kaufman show Strike up the 
Band (Feb 12-15); the 1956 
hillbilly-cartoon 
extravaganza, Li ’l Abner 
(March 26-29); and the 
soulful 1916 show Sc Louis 
Woman, written by Harold 
Arlen and Johnny Mercer 
(April 30-May 3). 


If the 1998 trend in north 
American musicals is to ever 
more of what Chicago calls 
“razzle-dazzle'', the vogue in 
new plays is toward 
anthropologically based 
realism. 

Community-inspired 
projects - theatre pieces 
drawing upon Interviews 
with local people, and often 
taking a socially committed 
slant - are appearing 

everywhere. 

These range foom Jo 
Carson's Lancaster Speaks 
Stories from Home, which is 
set among the Amish in 
Pennsylvania (Fulton Opera 
House, Lancaster, 
Pennsylvania, June 2-14) to 
Cbay Yew’s Chinatown 
Residency, an investigation 
of Chinese- American history 
in the southwestern United 
States (Cornerstone Theatre, 
Santa Monica. California; 
May 14-31). 

The master of the 
interview-based playwriting 
technique is Anna Deavere 
Smith, whose recent solo 
performances. Fires in the 
Mirror and Twilight: Los 
Angeles, 1992, provided rich, 
contrasting perspectives on 


racial upheaval. 

Smith's new piece, which 
will shuttle this year 
between the Mark Taper 
Forum, in Los Angeles, the 
Tw timan Theatre, in Seattle, 
and the Goodman Theatre, 
in Chicago, is called House 
Arrest : First Edition. 

A cast of 14 portrays 37 
characters, from current 
Washington luminaries to 
humble former slaves, and 
Smith examines broad issues 
of racism and sexism as well 
as min ute details of the 
American political 
landscape. 

Shakespeare’s best-known 
exploration of political 
deviousness, Macbeth, has 
been strangely absent this 
decade from high-profile 
north American stages, but 
perhaps the situation is 
about to be remedied. 

At the Public Theatre, in 
downtown M anha t tan . 
George C Wolfe will direct a 
version of the play starring 
Alec Baldwin and Angela 
Bassett. (Performances begin 
in February). 

That Baldwin should have 
settled upon this study of 
political ambition is no 


surprise: he harbours hopes 
of high political office. Until 
he decides to stand, 
however, his gift for 
mimicry and improvisation 
will have to find expression 
in Elizabethan verse. 

Baldwin put in a jolly 
appearance not long ago at a 
charity reading of a 
long-ges taring theatre piece, 
Peter Parnell's epic 
adaptation of John Irving's 
novel The Cider House Rules, 
whose fully staged version 
will be produced at the Mark 
Taper Forum, in Los 
Angeles, from June 
13-September 27. The ironic, 
eccentric story of a Maine 
abortionist. The Cider Rules 
is the largest American 
theatre piece (two parts, 
seven hours) since Tony 
Kushner's Angels in 
America . 

Kushner himself hasn't 
bowed out of the sprawl 
competition: be is still 
labouring over a new, vast 
British-American drama set 
in the mid-nineteenth 
century, even as one of his 
earlier plays. Hydriotophia. 
will be presented in a 
revised version at Houston's 
Alley Theatre in the 
spring. 

Arthur Miller, meanwhile, 
who is an acknowledged 
inspiration for Kushner's 
brand of political 
playwriting, will be having a 
world premiere in the spring 
(working title: The Subject ) 
at Manhattan's tiny 
Signature Theatre, whose 
new stage is located only 
yards from the 
marquee-glare of all the 
Broadway “events”. 


Theatre/Sarah Hemming 

Jealousies, guilt 
and regret 


A s shows for festive 
seasons go, the 
RSC's Little Eyolf 
scarcely, ■ ranks 
amongst the most cheering, 
Adrian Noble's painfully 
good production of Ibsen’s 
late play, first shown at 
Christmas last year, features 
a marriage turned to hell 
and a crippled child who. 
dies - and that is just for 
starters. Mind you, as Yule- 
ride is traditionally, the time 
for family breakdown, .per- . 
haps Noble's, timing is 
grimly apt . 

Ibsen’s haunting and aus- 
tere play focuses on a couple 
who could give Edward 
Albee’s George and Martha a 
run for their money, so 
expertly do they learn to. 
tear each to shreds. When 
we meet themi. they are still 
hovering on the verge of a 
affection, though clearly 
riddled with dissatisfaction 
and plagued by bad con- 
sciences. - - -. 

Alfred has just returned 
home from a walking tour in 
the mountains; his wife, 
Rita, and child Eyolf, are 
naturally overjoyed to see 
him. But something about 
the way Rita, as played by 
Joanne Pearce, buries her 
face in., his walking socks, 
as if aching with physical 
longing, suggests that aD is 
not welL Soon we realise, 
that the sexual harp has 
gone out of this marriage, 
banished partly by the 
remorse that Alfred feels for 
the accident that left Little 
Eyolf lame. 

But, as so often with 
Ibsen, the guilt about little 


Eyolf Is only the tip of a vast 
iceberg of confused feelings, 
jealousies and regrets. While 
Rita desperately tries to coax 
her hnshand back, ghg «7sn 
clearly deeply resents his 
abnormal closeness to his 
sister. Asta. When Little 
'Eyolf falls into the fiord, all 
these semi-buried feelings 
erupt, dragging the charac- 
ters in their wake and 
throwing into ghastly relief 
the sham of their lives. 

I t is an astonishingly 
honest and bold psycho- 
logical drama. Here, the 
meat of the play is not 
what happens, but the grad- 
ual unravelling of the char- 
acter's knotted feelings, and 
Ibsen doesn't stop until he 
plumbs the depths of their 
guilt, no matter how dis- 
tressing or embarrassing the 
process. Alfred and Rita 
start out resembling a rela- 
tively respectable middle- 
class couple; they end up 
looking more like characters 
in a Greek tragedy, beaten 
raw emotionally, soldered 
together by remorse and 
marooned in a world that, 
has become meaningless. 
No-one escapes happy; Asta 
and her nice but boring 
bean; Borghejm, simply grab 
second best and get out 
Noble’s beautifully modu- 
lated production charts this 
terrifying descent, painful 
detail by painful detail. Bob 
Howell's icily elegant set, a 
beaten blue steel backdrop 
and fissured floor, encom- 
passes the play’s settings 
from drawing room to fiord, 
but also conjure up the sense 


of felling through a void that 
the characters experience. 
On it, Noble choreographs 
the action so that the char- 
acters swell around like bro- 
ken ice in the water. 

Joanne Pearce, as Rita, 
has an awful fascination. 
Small, compact, contained, 
she suggests powerfully the 
swelling rage that threatens 
at any moment to consume 
her. She ends, wan and 
washed out as if a storm 
had driven through her and 
finally, blown itself out. 
Occasionally, her gestures 
seem too steadied, which 
jars, but it will be a while 
before I forget her stony, 
desolate stare. Robert Glen- 
ister, meanwhile, is as shifty 
as she is intense. In the first 
act he is a rather distasteful 
man trying to avoid his own 
mediocrity; thereafter, he 
collapses into a shattered 
mess, destroyed by remorse 
anti shame. 

Damian Lewis and Derbhle 
Crotty give excellent under- 
stated performances as Bor- 
ghejm and Asta, and Domi- 
nic Kraemer is touching as 
Little Eyolf. In the end, 
while this is a play that 
appalls and disturbs, it never 
moves you to tears. But this 
is in the writi ng, rather than 
in the playing. This is a pow- 
erful, unsettling production 
that never flinches at Ibsen's 
honesty, and shrewdly 
embraces his hopeful ending 
while managing to raise a 
question mark over it. 

Continues in Rep at The Pit, 
Barbican centre, London 
EC2 (0171 838 8891). 


Joanne Pearce and Robert Glenister In Adrian Noble's powerful production of Ibsen’s ‘little Eyolf 


Obituary 

Sonny 

Bono 


U S Congressman 
Salvatore Bono, 
who has been 
killed in a skiing 
accident on the slopes of 
Heavenly, California, will 
for ever be known among 
pop archivists as the droopy 
part of the successful duo, 
Sonny and Cher, who had a 
3m copies best-seller in 1965 
with the mutually 
celebratory “1 got you 
babe”. 

Sonny was a successful 
song writer and producer 
for Speciality Records in 
California (his most 
celebrated hit being 
"Needles and Pins”) when 
he met the 16-year-old 
Cher. They were soon 
touring as Caesar and 
Cleo. bnt a marriage and a 
name change got them a 
recording contract with 
Atco/Atlantic and the 
number one hit came soon 
after. 

Sonny was the writer and 
organiser in the partnership 
- when they divorced in 
1975 Cher cited 
“involuntary servitude” as 
her grounds - but she had 
the voice and the looks 
and was soon carrying the 
duo. 

A few more hits followed, 
both as a pair and as 
soloists, including a 
plaintive version of Bob 
Dylan's “All I really want to 
do”, but soon their blend of 
hippy respectability faded 
from fashion. A soulful 
husband gazing at his 
beautiful wife while 
singing of eternal love 
was hardly likely to survive 
the advent of progressive 
rock. 

There was a second career 
In the early 1970s in a 
television sitcom in which 
Cher was the fashion 
conscious queen of the 
one-liners while Sonny 
played a nurdish feed. As 
Cher created a powerful 
personality as movie star, 
solo artiste and model for 
Vbfirue, Sonny faded from 
view. He opened restaurants 
and worked as a 
management consultant. 

T hen Sonny suddenly 
shot back into 
prominence in a 
very different guise. 
He was elected mayor of 
Palm Springs in 1988 
and was enough of a success 
to wnfco it as a Californian 
Congressman to the House 
of Representatives in 
Washington. He was, of 
course, a Republican. 

From the start, despite the 
Zapata moustache and 
caftans, Sonny and Cher 
were apple-pie Americans. 
He had recorded Tm not 
the Revolution kind” in 
1965 and the duo appeared 
in anti-drug films. Sonny 
was 62 when he apparently 
hit a tree while out 
skiing. 

Cher was in London, 
planning to open the 
Hairods sale this morning. 
Despite the acrimonious 
divorce and subsequent 
re- marriages for both, she 
cancelled the engagement to 
fly back to mourn with with 
the children of one of pop's 
most memorable unions. 

Antony 

Thomcroft 








Deutsche Opor 
Tel: 49-30-34384-01 - . 
Hansel und Gretet by 
Humperdinck. Conducted by 
Sebastian Lang-LessJng In a 
staging by Andreas Homoki; 
■Jan -9 - 


AMSTERDAM 


EXHf BOTTOMS , 

Van Gogh Museum 

Tel: 31-20-570 5200 
Auguste Prdaiitt (1809-1879); 
Romanticism -in Bronza- 75 
sculptures and JrtadaOittte by-the 
nonconformist whose.works, 
(luring his lifetime, weferijgtifarty 
rejected by the Satonjiyyj.to; 

Jan It. . : vv;: . 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 

Tet: 1-312-3322244. 
www.fyrfcoperaiorg 
Amistacfc world premiere of . . 
Anthony Davis's new work about 
toe 19th century anti-slavery 
campaign, Dennis Russel! Davies 
conducts a production by 
George C. Woolfs; Jan 9, 11 


■ BERLIN \ ; 

concerts : 

PhStoarmonie 
Tefc 49-30-2548 8354' : .V. 
BariinPh/Jharmonic Orchestra: 
conducted by Nikolaus . 
Hamonkourt in works by - 
Beethoven; Jan 10,11; 12 s 


LONDON 


DANCE . ..V 

Deutsche Oper -' i . . 

Tel: 49-30-34384-01 • ' - 
Deutsche-Qper BaUet Rosalinda, 
chcreograptoed byflohald Hynd 
to music by -J. Strauss; Jan .1.0" 


CONCERTS ; 

Barbican Hail - 

Tat 44-171-638 8891 
London Symphony .Orchestra: 
conducted by Bernard Haitink In 
works by Haydn end Bruckner; 
Jan .11 1: 


OPERA. 


DANCE-. 

Royal Festival Hail 

Teh 44-171-9288800 



The Royal Ballet Cinderella; Jan 
7, 8, 9, 10. 12 


EXHIBITIONS 
National Portrait Gallery 

Teh 44-171-3060055 
Gienys Barton: selection of 
ceramic heads and portraits by 
the British scidptor; to Jan 1 1 


■ EDINBURGH 

EXHIBITIONS 

National Gallery of Scotland 

.Teh 44-131-624 6200 
TurperWatercoiours: bequeathed 
in 1900 by the Victorian collector 
Henry. Vaughan, these 38 : 
paintings have been exhibited . 
^annually for more than 90 years, 
according to foe terms of 
Vaughan’s will; to Jan 31 ' 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PaviGon 

Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Haydn and 
Mahler. With, mezzo-soprano 
Markeila Hatziano and tenor Ben 
Heppnen Jan 8, 9, 1 1 


■ MADRID 

EXHIBITIONS 

Musao National Centro de Arte 
Rebia Sofia 
Teh 34-1-467 5082 
Fernand Leger (1881-1955); 


& . 


retrospective comprising some 
220 paintings and drawings by 
the earty modernist. Previously 
seen in Paris, the exhibition will 
transfer to New York; to 
Jan 12 


Victoria and Albert Museum 
Teh 44-171-938 8500 
Ztioaga: Spanish Treasures from 
the KhaliH Collection. First major 
exhibition devoted to the 19th 
century Spanish metalworker and 
his contemporaries; to Jan 11 


OPERA 

Shaftesbury Theatre 

Tel: 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Lehar, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Jan 
7,8,9,10 


■ MUNICH 

EXHIBITIONS 
Haus der Kunst 

• Ellsworth Kelly: retrospective 
of the American abstract painter 
and sculptor, b. 1923, now in his. 
70s and one of the most 
distinguished living artists; to 
Jan 18 

• Juliao Sarmerrto: display of 
recent works by the Portuguese 
painter to Jan 18 


Kunsfoafle der 
Hypo-Kulturstfflung 
Tel: 49-89-224 412 
COBRA 1948-1951: organised to 
mark foe 50th anniversary of a 
post-war group of experimental 
artists who derived their 
movement's name from their 
three cities of origin: 
Copenhagen, Brussels and 
Amsterdam: to Jan 11 


NEW YORK 


DANCE 

New York City Ballet, New 
York State Theater 

Tel: 1-212-870 5570 

• Jewels: by Balanchine, to 
music by Fauna, Stravinsky and 
Tchaikovsky; Jan 10 

• Mixed Programme: includes 
Angelin Prefjocaj's La 
Stravaganza, premiered last 
spring, and Balanchine's Stars 
and Stripes; Jan 7, 11 




EXHIBITIONS 
Guggenheim Museum 
Tel: 1-212-423 3500 
www.guggenheim.org 
Robert Rauschenberg: major 
retrospective consisting of some 
400 works spanning toe artist’s 
50 year career. The exhibition 
begins at the Solomon R. 
Guggenheim Museum and 
continues at the Guggenheim 
Museum SoHo; ends today 

Whitney Museum of American 
Art 

Tel: 1-212-3272801 

• The Warhol Look/Glamour 
Style Fashion: major 
retrospective of around 500 
works of art, following Warhol’s 
career from the 1940s to the 
1980s, and also including works 
toy his contemporaries; to Jan IB 

• Fashion and Rim: running 
concurrently with the Warhol 
show, this film and video series 
traces the relationship between 
the two industries; to Jan 18 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Teh 1-212-362 6000 
www.mef0pera.ort7 

• Capricclo: by R. Strauss. New 
production by John Cox, with 
sets by Maura Pagano; Jan 9, 12 

• II Bartoiere di Siviglia: by 
Rossini. Revival of a staging by 
John Cox; Jan 8 


■ PARIS 

CONCERTS 
Salle Pteyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 


by Emmanuel Krivine in works by 
Wagner and Strauss. With bass 
Jose Van Dam; Jan 7. 8 

EXHIBITIONS 
Musde du Louvre 
Teh 33-1-4020 5151 
www.buvre.hr 

Pajou, sculpteur du Roi: first 
retrospective devoted to works 
by the French sculptor 
(1730-1809), successful in the 
French Royal Academy of 
Painting and Sculpture and a 
favourite of Louis XV and Louis 
XVI; to Jan 19 

OPERA 

Op£ra National de Pals, Opera 
Bastille 

Tel: 33-1-4473 1300 
La Travlata: by Verdi. Production 
directed by Jonathan Miller and 
conducted by James Con Ion; 

Jan 7, 10 


■ ROME 

OPERA 

Teatro defi’ Opera 
Tel: 39-6-481601 
www.themix.it 
La Fiamma: by Respighi. 
Production lay Hugo De Ana, 
conducted by Gianluigi Gelmetti; 
Jan 7 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 

Memorial Opera House 

Tel: 1-415-864 3330 

www.sfopera.com 

Tosca: by Puccini. Conducted by 


Maurizio Barbacini in a staging 
by Lotfl Mansouri. Georgina 
Lukacs sings the title role; Jan 
10 


■ VENICE 

EXHIBITIONS 
Palazzo Grassi 
Tel: 39-41-523 1680 
German Expressionism; Art and 
Society. Kirch ner is at the centre 
of this selection of works, dating 
from around 1910 to the 
mrd-1920s. Other artists 
represented include Meidner and 
Marc: to Jan 11 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

§ NBC Europe 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and toe 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

G&30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Lionel Barber 


East of Brussels 


R eturning: to 

Europe after a 
break in the US 
oilers a fresh win- 
dow on the world. 

Issues such as economic 
and monetary union, which 
assume towering impor- 
tance on this side of the 
Atlantic, are only of passing 
interest to Americans. Yet 
the Asian financial crisis, 
which bas left New York 
and Washington working 
around the clock, has drawn 
scant attention in Brussels. 

The notion that an exter- 
nal shock could disrupt the 
Emu timetable is viewed as 
a bad joke. Little attention 
is paid to the doomsday sce- 
narios circulating in Wash- 
ington about a return of 
l&aOs-style deflation trig- 
gered by the collapse io 
Korea and continuing stag- 
nation in Japan. Nor for 
that matter are Europeans 
celebrating the death of 
crony capitalism in south- 
east Asia, or pondering its 
political consequences. 

Inside the European Com- 
mission. they are instead 
talking about the coming 
"euro-boom" based on a suc- 
cessful launch of the single 
currency on January 1. 1999. 
Sir Nigel Wicks, chairman 
of the EU’s monetary com- 
mittee comprised of 
national treasury officials 
and central bankers, joined 
the bullish camp when he 
testified to the European 
Parliament on Monday. 

During his rare public 
appearances. Sir N’igel is 
usually the model of “Yes 
Minister” discretion. But in 
front of MEPs. he waxed lyr- 
ical about how Emu would 
stimulate competition, 
increase incentives for 
reform of labour markets, 
and ultimately create jobs. 

True, the Asian crisis 
would have '•some” impact 
on European growth. But 
Emu candidate countries 
were not heavily exposed in 
terms of exports, he said. 
Nor was any single member 
state particularly vulnera- 
ble compared with the rest, 
in a word, everything 


looked manageable. At 
times Sir Nigel sounded as 
if he were on a different 
planet from Eddie George, 
governor of the Bank of 
England. Mr George has 
issued numerous warnings 
about the risks of Emu 
going ahead at a time of 
chronic unemployment and 
rigid labour markets. He 
insists that the adjustment 
process in Europe should 
precede the launch of Emu 
- not vice versa. 

The new. optimistic ortho- 
doxy says the single cur- 
rency will act as a shot-in- 
the-arm for economic 
reform. The other argument 
gaining ground is that post- 
Emu Europe will be more 
self-contained, along the 
lines of the US economy. It 
will become, in short, a gen- 
uine regional power. 

Inside the future Emu 
bloc, the export share of 
gross domestic product will 
be about 10 per cent, close 
to that of the US but much 
lower than current levels in 
all of the EU economies. 
(Trade between two EU 
members, now counted as 
foreign trade, will become 
‘ domestic” trade in the euro 
zonej 

According to a paper from 
the London-based Centre for 
Economic Policy*, one 
result will be that the future 
European Central Bank. 


like the Federal Reserve, 
will put domestic stability 
ahead of external stability. 
In plain English: the ECB is 
likely to pursue a policy of 
benign neglect towards the 
exchange rate of the euro. 

This brings us back to 
Asia. If the Fed in Washing- 
ton and the ECB in Frank- 
furt both follow hands-off 
exchange rate policies, the 
potential for currency and 
trade tensions is obvious, 
especially in the doUar-euro- 
yen triangle. The other risk 
is that the EU - or rather 
the Emu-bloc - will adopt a 
fortress mentality, obsessed 
with making the single cur- 
rency work and less inter- 
ested in the outside world. 

Asians, who have long 
clamoured for Europe to 
pay attention to the eco- 
nomic potential of the 
Pacific rim. are worried 
about these trends. Their 
fear Is that the region's 
financial crisis will serve as 
an excuse for the EU to lose 
interest, or to allow rela- 
tions to be reduced to dis- 
putes over human rights. 

Here is a chance for Tony 
Blair, the UK prime minis- 
ter. The British are r unning 
the EU presidency for the 
next six months and tomor- 
row Mr Blair will discuss 
his plans with Jacques San- 
ter. president of the Euro- 
pean Commission. Apart 






m 






example. But Europe has 
been slow to adapt its tech- 
nology and labour force to 
spur growth and employ- 
ment. By contrast, the 
Asian economies, for all 
their present difficulties, 
have shown a remarkable 
capacity to innovate, to 
embrace change, and raise 
productivity. A weak link is 
regional co-operation, 
exactly where the Euro- 
peans are pushing ahead. 

The message is clear. It is 
time for the EU to drop the 
Marco Polo mentality. Asia 
is a long-term investment 
that needs Europe's atten- 
tion now. 




'V 


East meets west: Chancellor Helmut Kohl (left) with 
Chinese premier Li Peng before the 1996 Asem summit 


*Begg. Giavaszi. Wyplosz: 
“Options for the Future 
Exchange Rate Policy of the 
Emu”; Centre for Economic 
Policy Research. Occasional 
Paper No 17 
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Europe should not become so obsessed with Emu that it 
takes its eye off events elsewhere, particularly in Asia 


EU not so far behind on banks’ 1 Huge risks 


from his trip to Tokyo for 
the EU-Japan summit on 
Monday, there is another 
item that should squeeze a 
mention: the second Asia- 
Europe meeting (Asem), the 
summit between the 15 EU 
member states and the 10 
Aspn presidents and prime 
ministers due to take place 
in London in April 

Two years ago. at the 
inaugural Asem meeting, 
the Europeans dressed in 
Asian costumes and con- 
jured up images of Marco 
Polo. Asian leaders basked 
in the knowledge that, at 
last, their economic success 
story had earned them a 
place at the table with their 
former colonial masteis. 

The UK is likely to focus 
on practical issues such as 
customs co-operation to 
combat drug tr afficking as 

well as investment promo- 
tion, and trade in goods and 
services. But the wider 
point is that Europe and 
A sia may have some thing to 
learn from each other. 

Europe has shown it can 
break down national barri- 
ers and forge closer macro- 
economic and political 
links. Emu is the shining 


capital adequacy standards 


From Mr Bryan Cassidy 
MEP. 

Sir. Your editorial, “This 
year's Basle models'’ (Janu- 
ary 2). on the new interna- 
tional standards for the capi- 
tal adequacy of banks and 
other financial institutions 
is unduly pessimistic in stat- 
ing that those wi thin the EU 
will have to “wait at least 
another year" before being 
able to use computer models 
for calculating their value at 
risk. 

The EU Capital Adequacy 
Directive 93/6 (CAD D has to 
be amended to preserve the 
competitiveness of EU finan- 


cial institutions. As rappor- 
teur on the new Capital Ade- 
quacy Directive (CAD 2), I 
think progress has been 
remarkably quick in spite of 
the requirement to include 
commodities and commodity 
derivatives. The European 
parliament had its first read- 
ing in Strasbomg last month 
and tabled a number of tech- 
nical amendments . The 
Council of Ministers* 
response to our a m pnrfmpnts 

(its “Common position”) is 
expected by the end of Feb- 
ruary. 

We should be able to give 
a second reading in the April 


Strasbourg plenary as all 
three institutions — Council, 
Commission and parliament 
- are keen to see it adopted 
as soon as possible given its 
importance in the financial 
services industry in the EU 
generally, but especially in 
the UK. 

It win be one of the mea- 
sures on which the British 
presidency wifi wish to make 
rapid progress. 


Bryan Cassidy, 
European parliament. 
Roe Wlertz. 

B-1047 Brussels, 
Belgium 
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A capitalist system in need of reform 


From Mr Michael Tong i 

Sir, Paul Erdraaa’s story 
The Year Zero (Weekend FT 
December 20-21 and Decem- 
ber 27-28) concemihg the ' 
tiger economies* ‘‘revenge” 
on Europe was interesting, it 
is an indication of how such 
events have occurred in the 
past But by what authority, 
arid on who's responsibility, 
would foreign exchange mar- 
ket-making banks 
such huge destabilising 
transactions- which are unre- 
lated to underlying trade or 
investment ‘‘portfolios’’ or to 
.legitimate transfers of capi- 
tal and reserves? 

Not only would there be - 
huge trading risks involved 
but also huge credit and sys- 
temic risk. 


From Mr Mahmood ElahL 

Sir, Re Jem Livesev's let- 
ter, headlined "Soros solu- 
tion for International credit 
problems is overkill" (Janu- 
ary 5). Mr Livesey failed to 
realise that managers of pri- 
vate banks can be as irre- 
sponsible with depositors' 
money as politicians can be 
with taxpayers' money. Nor- 
mal banking practice calls 
for a thorough scrutiny of 
any application for a loan 
and. as any small business 
owner will confirm, bankers 
are supposed to check the 
creditworthiness of the per- 
son applying for a loan. 

The same applies to inter- 
national banking when a 
company is seeking a billion 


dollar loan. It calls for equal 
scrutiny by the CEOs of 
large banks to chad: the cre- 
ditworthiness of the bor- 
rower. Most international 
banks have shown a callous 
disregard of basic banking 
principles. 

This is mostly because the 
CEO of a big bank knows 
that the government will 
have to take responsibility 
for any default and the CEO 
will not personally lose any- 
thing for putting the for- 
tunes of tiie shareholders at 
risk. Your editorial “Profit- 
ing from Korea's crisis’* 
(January 5) has put the mat- 
ter in the right perspective 
when it says: “Is haniciwp 
part of the private sector? As 


the crisis in east Asia 
unfolds, the answer turns 
out once again, to be both 
yes and no: profits go to pri- 
vate owners, but losses, if 
big enough, to taxpayers." 

As US loans and savings 
banks have shown, private 
banks can be extremely irre- 
sponsible when they know 
they can force governments 
to bail them out George 
Soros is right when he says 
banking must be properly 
regulated. The global capital- 
ist system needs complete 
reform. Otherwise, it will 
destroy itself. 


Michael Tong, 
HoUandhurst, 

Underriver, nr Sevenoaks, 
Kent TN15 OSH, UK 


Dig deep 


From Mr J.M. Lawrence. 

Sir, Asian tigers had 
already experienced a 200 
per cent increase, over 1991, 
in their number of billion- 
aires ( Forties . July 15. 1996) 
before last year’s pocketing 
of official reserves. Why are 
these billions not being used 
to bail out the region?. 


Mahmood Elahi, 

68 - 1250 Ptnecrest Hoad, 
Ottawa, Canada 


J.M. Lawrence, 
PO Box 982, 
East Sandwich, 
MA 02537. US 


Nation’s culture must not be compromised 


From Mr Mark Lester. 

Sir, Robert Peston’s asser- 
tion ("Chocolate soldiers at 
war". January 5) that Tony 
Blair's attitude to Europe 
can be gauged by his 
approach to the chocolate 
controversy is fatuous. It 
presupposes the UK can only 
demonstrate its loyalty to 
Europe by warmly endorsing 
any legislation that ema- 


nates from European Union 
institutions. In fact 
O’Brien’s cartoon captioned 
“New ball game" even glori- 
fies the UK's abandonment 
of its own traditions in order 
to play ball with France and 
Germany. 

Compromising a nation's 
culture or interests is cer- 
tainly not the practice of 
other European govern- 


ments. as French intransi- 
gence over nuclear testing 
illustrated. Instead, govern- 
ments must take a prag- 
matic approach to legislation 
to ensure it is both justified 
and fairly drafted; they 
should not conduct policy 
according to such amor- 
phous notions as being 
"good Europeans". 

In the case of chocolate. 


Mr Peston should be aware 
that this legislation is the 
result of lobbying from some 
of Cadbury's Continental 
rivals, and it should not be 
treated as yet another test 
case of Britain’s devotion to 
European integration. 


Mark Lester, 

48 Bressey Grove, 
London E18 2 HU, UK 


Japan could sink into a deflationary spiral, 
but its difficulties will speed needed reforms 


Capitalism the hard way 


y Japan is in 
severe reces- 


Japan: zero growth at best 


**■ * its 


first recession 
in which all three significant 
markets in the economy - 
assets, products and labour 
- are adjusting simulta- 
neously. Property and stock 
prices are still falling, con- 
sumer prices are forecast to 
drop almost 1 per cent by 
this summer, and unemploy- 
ment is surging. The opti- 
mistic assumption for eco- 
nomic growth this year is 
zero, with an increase in net 
exports offsetting a l per 
cent drop in domestic 
demand. 

Leading the downturn will 
be weak consumer demand 
and cutbacks in capital 
investment Until last sum- 
mer. most of the weakness 
in consumer spending was* 
attributable to the impact of 
the spring’s tax increase, 
while employment and wage 
growth remained fundamen- 
tally solid. 

Now. however, full-blown 
labour market adjustment 
has started. Already, over- 
time and bonus pay is deter- 
iorating and this year's 
shunto wage negotiations are 
likely to result in pay 
increases below last year’s 
2.9 per cent - already a post- 
war record low. In addition, 
unemployment is set to 
exceed 4 per cent this sum- 
mer, up from the current 
record of 3.5 per cent All 
this will more than wipe out 
the boost to incomes from 
tax cuts announced in 
December. 

The only good news for 
the consumer is that pur- 
chasing power will rise in 
real terms as consumer 
prices fall. However, growth 
through deflation is unlikely 
to trigger a rise in consumer 
confidence. The chances are 
that the Japanese will add 
yet further to their savings, 
given the environment of ris- 
ing bankruptcies and unem- 
ployment 

Capital investment spend- 
ing, which over the past cou- 
ple of years has given a 
steady boost to demand, is 
set to turn from engine to 
drag. The replacement and 
technological upgrade cycle 
that was gathering pace 
from mid-1996 has run Its 
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course. This is particularly 
true in sectors such as tele- 
communications. semicon- 
ductors. steel and automo- 
tives. where expenditure is 
likely to be cut back. 
Increasing price destruction 
at home and growing pres- 
sure from super-competitive 
Asian companies are likely 
to force Japanese groups to 
curtail capital spending yet 
further. 

Moreover, there is growing 
evidence of a credit crunch, 
which is choking off invest- 
ment decisions. Loan officers 
are becoming more risk- 
averse as their banks' capi- 
tal base is eroded by falling 
share prices and rising bank- 
ruptcies. Small and medium- 
sized companies are espe- 
cially prone to having their 
credit lines cut. These com- 
panies are much more lever- 
aged than their large, cash- 
rich counterparts. 

The small and medium- 
sized companies are in a 
double bind. On one side, the 
recession is creating an 
unprecedented margin 
squeeze on their basic busi- 
ness. On the other, balance 
sheets are already stretched 
towards their limit 
• The inevitable result will 
be the deleveraging of the 
Japanese corporate sector 
though I930s-style debt 
destruction - in other words, 
through business failures. 
Already, bankruptcy debt is 
at 2 per cent of GDP - 
higher than in the US at any- 


time since 1945. It is poised 
to rise further. 

A- vicious cycle is being 
created. The rise in bank- 
ruptcies is causing, a further 
deterioration in the bad 
loans of financial institu- 
tions. This, in turn, is forc- 
ing banks to tighten credit 
yet further, forcing more 
bankruptcies. It is only a 
small step from rising bank- 
ruptcies to rising unemploy- 
ment, which wxD lead on to a 
shortfall in demand expecta- 
tions and yet another round 
of bankruptcies. 

The Important point here 
is that, at the start of 199ft, it 
is no longer just the bad- 
asset legacy inherited from 
the collapse of Japan's real 
estate market that is strang- 
ling the flow of money in the 
economy. True, falling prop- 
erty prices remain a big fee- 
tor preventing credit cre- 
ation. But the true bad asset 
problem revolves around 
corporations that are run- 
ning out of working capital. 
The net effect is that credit 
conditions have actually 
been tightening in Japan 
over the past two years, 
even though nominal inter- 
est rates have' been close to 
zero since September 1995. 

As if this were not bad 
enough. Asia's fall from 
grace will hit Japan's econ- 
omy bard. Exports will cease 
to provide a si gnifican t boost 
to demand in coming ' 
months. More than 40 per 
cent of Japan's exports go to 


Asia and of these almost 
two-thirds are demand sensi- 
tive capital goods. 

Japanese policymakers 
have no “magic bullet” at 
their disposal The basic pol- 
icy stance will probably 
remain unchanged: fiscal 
policy will remain tight, 
monetary policy will stay as 
loose as possible, and a hefty 
dose of deregulation will 
be forced on the corporate 
sector. 

On monetary policy, there 
are some indications the 
Bank of Japan will make 
efforts to expand base 
money. The bank's 1998 bud- 
get suggests an Increase in 
bond -buying operations, 
from Y2,000bn (£9.4bn) in 
1997 to Y5,000bn this year. 
This should result in base 
money growth doubling to 
about 11 per cent in the next 
12 months, assuming the 
BoJ does not implement off- 
setting measures through 
other instruments. 

But while monetary policy 
appears to be easing some- 
what, the basic fiscal stance 
remains tight, albeit less 
than last year. This is 
because the Y2,000bn income 
tax cut will be largely 
financed by expenditure cut- 
backs. 

The good news is that the 
depth of this recession and 
the government's growing 
inability to fund a quick fix 
will force an opening of the 
Japanese economy. Increas- 
ingly. allocation decisions 
are being based on price 
competitiveness, rather than 
on old business relation- 
ships. In particular, the par- 
ticipation of foreign compa- 
nies in the economy will rise 
sharply as they pick up 
many worthwhile .Japanese 
assets. The bad news is that 
for much of the year, the 
risks of a self-reinforcing 
deflationary cycle remain 
high. Capitalism is coming 
to Japan the hard way. 


Jesper Roll 


The author is head Of 
research at J.P. Morgan. 
Tokyo 


This is the last in the series 
of economic forecasts for 
1998 
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Changing the 
rules in Asia 


The IMF packages for Thailand 
and Indonesia'' both included a 
target of a .1 per cent budget 
surplus: As time has gone on, 
and prospects for economic 
growth have become gloomier, 
this target has looked increas- 
ingly. unrealistic, it was there-, 
fore ho surprise when Thailand 
a n noun c ed it was going back to 
the IMF to renegotiate this con- 
dition. And it was. also unsur- 
prising, when the Indonesian 
budget, published yesterday, 
projected only, a balanced bud- 
get. But .despite this similarity, 
the countries should hot be 
treated In the same way. 

The monetary and fiscal pol- 
icy requirements of the IMF pro- 
grammes for Thailand and 
Indonesia .were undoubtedly 
harsh. The deepening of the cri- 
sis- since the packages were 
agreed makes them harsher 
still Tf followed to the letter, 
they risk triggering a full-blown 
recession. 

This would be utterly unnec- 
essary. The Asian, crisis had 
very little to do with macroeco- 
nomic policy failings.' It was 
caused by a combination of 
weak financial systems, huge 
capital flows, and unwise pri- 
vate-sector borrowing. The key 
to ending the crisis is the 
restructuring of the financial 
sector. The role of monetary 
and fiscal policy, as the IMF has 
said, Is primarily to provide sup- ' 
port to this. 

There are good reasons, there- 
fore. why the IMF’s conditions 
for macroeconomic policy 
should be flexible: But changes 
to IMF conditionality should be 
very carefully considered, as 

they risk under mining - the cred- 
ibility of the whole programme. 
They should be judged on one 
criterion: are the new condi- 
tions consistent with the all- 




bia 


The wandering ; Kurd risks 
becoming as much a symbolic 
victim of Europe’s inhumanity 
as the wandering Jew once was. 

Kurds have long been the vie- . 
thus of history in the Middle 
East. Coming late .to national 
consciousness, they find them- ' 
selves divided among four or 
five stated whose rulers react 
with fear and repression to their 
national aspirations. In recent 
years their lot has been particu- 
larly wretched in Iraq, where 
large numbers were massacred 
by Saddam Hussein’s forces in. 
1988, and in Turkey where the 
army has burnt hundreds of vil- 
lages in its attempt to extirpate' 
the guerrillas of the Kurdistan 
Workers’ Party (PKR). 

The west came to the rescue 
in northern Iraq in-1991. But the 
“safe haven” it set up there was 
never all that safe and has now 
collapsed into dvil war between 
two Kurdish factions, one of 
which has enlisted the help of 
the Turkish army. Not surpris- 
ingly Kurds from: both sides of 
the border flee to Europe when 
they get the chance. 

Are they refugees, entitled to 
international protection; or eco- 
nomic migrants seeking a chink 
in the walls of fortress Europe? 
Almost certainly the boatloads 
now arriving in Italy Include 
man; in both categories. The .. 


Italian .authorities have the 
unenviable job of sorting them 
out just at the moment when 
border controls with other EU 

. members to the north are about 
to be dismantled as a result of 
Italy's adhesion to the Schengen 
treaty; 

. Those, other members are in a 
state of near-panic, fearing that 
once inside “Schengen! and" the 
Kurds will not wait for a deter- 
mination of their status but set 
off to join their kinsfolk, many 
of whom are Gasiarbeiter north 
of the Alps. 

- Italy is being urged to tighten 
its coastal defences.. Indeed, the 
removal of internal border con- 
trols does entail an effective 
common external border and a 
common immigration and asy- 
lum policy. But that must not 
be" at the price of forgetting or 
evading the legal obligation of 
all EU members to offer protec- 
tion to genuine refugees. 

Of course, the Kurds should 
be enabled to live in freedom 
and safety, and to better them- 
selves economically, in their 
countries of origin. That would 
require, inter dUa, some impor- 
tant changes , in Turkish policy. 
Turkey would be less unlikely 
to adopt such changes if they 
were urged as part of a pre- 
accession programme to help it 
prepare -for EU membership. 


Boys and girls 


In UK -schools, girls are beating 
boys. The sex war always makes ' 
good copy. But the -questions 
are why girls are. doing better 
titan boys, whether it matters, 
and what can be done. 

Girls have - always' outper- 
formed boys at primary school 
But tins l^ spread further up 
the educational ladder over the 
past". 20 years'. On average; giris 
are already outstrippmg'boys at 
age T6, and they areare. catch:, 
ing up at 18 and' led. university.-'. 
-■'Yet boyri are : noit'imderper- 
forming because thdr standards 
have' decimed, but because, on- 
average, girls have, been improv-. 
tog faster. The'Shift'flx»m : exaniF 
nations / td course * • w or k- has 
probably helped ghfc Bat the _. 
biggest, change, is ia eeonamle 
and social Tolest Always^nore . 
diligent, grrfe can. now see. that 
education is good for-fbem- - - 

Why is: the changing relative 
pqrformatw» of gMs/notarea- 
soafor congratulation? One rea- 
son might be that men “ought" 
to. 'enjoy, a jjre-oidained share of 
the better positions in society. - 
hardly an acceptable proposi- 
tion nowadays. ; Better -reasons 
fear concern., would Be tiratboys 
are imderachieving their poten- 
tial more than, girls >r that the ■_ 
relative: ^iinre of. some ixiys 
creates, serious social damage. . 

Even _5o? the-' fact .iEat a 


change is disturbing matters 
little if it is ■ irremediable. The 
government believes that bring- 
ing more men into teaching 
would help. True, in primary 
schools 88 per cent of teachers 
; ; are : women, in secondary 
schools the balance is far more 
eqpal; yet boys fail to match the I 
average:performance of girls. 

More' ambitiously, the govern- 
-. meht seeks to challenge the 
; “laddish anti-learning culture" 
of many bayi But this culture 
•is hardly new: boys have always 
.• been unruly. The change is that 
laddishness can no longs* be 
7 tamed by prospects of remuner- 
ative employment and a privi- 
leged place in the family.- 
. - Sbifts dn relative performance 
- of boys and girts reflect widely 
desiredAnoves. towards greater 
equity* reinforced by parallel 
changes in the economy. 
Attempts to motivate boys may 
help redress the balance a little. 

; But boys will not be girls. And 
those boys who know that they 
will foil to achieve a respected 
social position, however hard 
-they try are unlikely to make 
the attempt. • 

Such boys are la a minority. 
But individual men are now 
competing; .with women 
throughout their lives; their 
chances of traditional success 
are.bdrrestxmcBn^y reduced. 


Surrender in the City 

UK banks have all but given up on investment banking, leaving 
such adventures to foreigners less averse to risk, says Barry Riley 


' Important structural reforms? 

The new Thai government 
has, so far, shown itself commit- 
ted to implementing the IMF 
programme. It has taken bold 
steps in restructuring the finan- 
cial sector. And it has gone to 
the IMF with a good argument 
for renegotiating the budget 
condition, tn the face of a dras- 
tic slowdown in growth. It is 
hard to see any reason why 
its request should not be 
granted. 

Indonesia is quite a contrast. 
Although early signs were hope- 
ful, the actions of the Indone- 
sian authorities have since . 
fallen well short of the require- 
ments of the IMF package. 
Financial sector restructuring is | 
at a standstill Part of the rea- 
son is the forthcoming elections 
In March; but President Suharto 
still has enough leeway to act. 

There are, it is true, good eco- 
nomic reasons why a 1 per cent 
surplus in the Indonesian bud- 
get is unrealistic. Indonesia has 
a large amount of foreign cur- 
rency government debt, which 
wil] be much more expensive to 
service because of the devalua- 
tion of the rupiah. But its fail- 
ure to implement the necessary 
structural changes means that 
the IMF should be very wary 
indeed of relaxing its condition- 
ality. To do so would be to give 
implicit approval to Indonesia's 
lack of policy reform. 

The problems that Thailand 
and Indonesia face in meeting 
their budget target are similar. 
But the IMF's response should 
distinguish between them. A 
r elaxa tion in Thailand's condi- 
tions is justified, whilst a relax- 
ation in Indonesia’s could have 
harmful consequences. It is to 
be hoped that both the IMF and 
the markets will recognise the 
difference. 


D o the Oily of Lon- 
don's practitioners 
know something 
that US and conti- 
nental European 
. buyers do not? 

. Perhaps the fire-sale of UK 
investment institutions that has 
gathered pace recently is just 
good stockmarbet tuning rather 
than evidence of business short- 
termism. Certainly, as markets 
wobble in response to east Asian 
problems, that is a strong possi- 
bility. But there is also a risk 
that the City could be heading 
towards a crisis of self-confidence 
and ownership. 

Foreigners are comparing* the 
City to the Wimbledon lawn ten- 
uis tournament, an arena in 
which the British watch and 
applaud (and sell the strawber- 
ries) but where non-residents win 
ah the big prizes. 

Last month, Hambros, the 150- 
year-old merchant bank, sold 
itself off in pieces to French and 
Belgian buyers. Hambros was 
once one of the City's major insti- 
tutions and, although recently in 
sad decline, its sale was a fitting 
conclusion to a year in which the 
Square Mile seemed intent on 
selling out to the highest bidder. 

Disposals have involved the 
City's core activities in securities 
markets and investment manage- 
ment. In the former, British own- 
ers have long been in retreat but 
it had seemed that two leading 
UK clearing banks - Barclays 
and National Westminster - were 
making a serious attempt to stay 
in the securities trading and cor- 
porate finance businesses. 

Last year, however, they 
finally threw in the towel Bar- 
clays sold its equity and corpo- 
rate advisory businesses to 
Credit Suisse First Boston, the 
Swiss-owned investment bank. 
And last month NatWest dis- 
posed of its European equity mar- 
ket and derivatives operations to 
Bankers Trust of the US and 
Deutsche B ank of Germany. 

The biggest sell-out has been in 
fund management, where Mer- 
cury Asset Management - one of 
the UK's biggest investment 
institutions - was bought for 
£3.1bn by Merrill Lynch, the US 
investment bank. MAM had 
failed to develop a global expan- 
sion strategy while independent. 
In particular it was unable to 
find a way into the US asset man- 
agement business, so its bosses 
decided to sell out instead. 

In October, the ambitious Zur- 
ich group of Switzerland 
announced it would take control 
of the insurance and asset man- 
agement arms of BAT Industries, 
including names like Allied Dun- 
bar, Eagle Star and Threadneedle 
Asset Management 
These sales confirm a trend 
over the past few years in which 
several asset management com- 
panies were bought by foreign 
institutions. But there is a differ- 
ence: in recent disposals, hands- 
off owners have been replaced by 
more interventionist proprietors, 
often American. 

This may be connected with 
the poor global investment deci- 
sions made by most City profes- 
sional investors in the past two 
or three years. In particular, 
there has been a serious misjudg- 
ment of the strength of the US 
bull market and an overexposure 
to the Asian tiger economies. 

Whatever ihe reason, Ger- 
many’s Dresdner Bank has 
shifted management control of Its 
London operation. Klein wort 



Grave 

concern 

■ The queries were back outside 
the mausoleum of Mao Zedong 
yesterday, as the last resting 
place of the founder of . 

Communist China reopened - - 
after a nine-month shutdown. 

The official line was that the 
huge columned btelding in 
Tiananmen Square had- had to 
. close for ‘“‘interior repairs” - a " - 
lick of paint; new wallpaper, that 
sort of thing. But It may not . ; 
have been just the building that, 
needed to be spruced qp_ •. ' 

• The Amhjtimfng 1 rtf flm Great."-"- 
Helmsman was delayed after bis 
deatib. ihl976 as woiilMje „ 
successors squabbled over what' 
to do,so themiimTnification.was 
a tridey process and the ; body . .. . 

* has reqnired regidar attention -: 
since then. An offirial irsisted ; ; 
that the long shutdown had; 
nothing to do with conserving 
the remains. So what happened 
totfcem while the tomb was ■ 
shut? “Its a hig secret. Idoat - 
even know myself,’* he said. 


Fund of stories 

■ Malaysians must have been . : 
confused this week by media, 
stories quoting an International 
Mcmetary.Fnnd report as stating 
that all seemed to be going qtdte 
well with their country. After- 
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Benson Investment Management 
to the Californian operation 
RCM. This will create an interna- 
tional business called Dresdner 
RCM Global Investors where 
Klein wort does not even figure in 
the name. 

The same danger faces PDFM. 
the big UK pension fond manage- 
ment subsidiary of Union Bank of 
Switzerland which, as a result of 
the UBS-Swiss Bank Corporation 
merger announced in December, 
is to be transferred into the con- 
trol of Brinson, a Chicago-based 
arm of SBC 

As a result of these moves 
there has been speculation about 
the future of NatWest itself. 
Could a battle break out between 
Barclays, HSBC Holdings (own- 
ers of Midland Bank) and Lloyds 
TSB over the bank? Or might a 
foreign buyer sneak in, willing to 
pay a higher price and perhaps 
better able to circumvent compe- 
tition policy obstacles? 

A common underlying theme of 
the sell-out seems to be that the 
UK no longer provides a corpo- 
rate governance framework in 
which large, risky businesses can 
be owned through the listed 
stock market. In particular, man- 
agements feel unable to imple- 
ment ambitious and costly global 
strategies. In manufacturing, this 
tunnel vision has long applied to, 
say, car or microchip production. 
But it is odd to find financial 
services - supposedly a centre of 
excellence in the UK economy - 
in the same category. 

But are the overseas buyers 
paying silly prices? Maybe the 
Americans, the Swiss and the 
Germans will find themselves in 
the same mess as some of the 
Asian tigers that have invested 
in manufacturing. Deutsche 
Bank’s losses over the unit trust 
scandal at its Morgan Grenfell 
UK asset management subsidiary 
gave a hint of the risks that are 
being run. Perhaps the British 


may one day get the chance to 
buy back some of these busi- 
nesses at much lower prices. 

It Is possible, after all to argue 
that investment banking and 
asset management are fundamen- 
tally unsuited to being owned 
and controlled by global financial 
conglomerates. The fuss over 
huge bonuses for senior employ- 
ees - being paid even by unprof- 
itable firms fear of losing key 
personnel - shows that nominal 
owners have lost their grip on 
the income stream. Businesses 
depending on a small number of 
talented individuals may be bet- 
ter run as independent private 
fines. Two of the biggest global 
participants. Goldman Sachs and 
Fidelity, both US-based, are run 
very successfully on this model. 

That shrewd long-term investor 
Warren Buffett last year sold out 
of Salomon Brothers, the Wall 
Street investment bank, having 
apparently abandoned (albeit at a 
profit) a long battle with the 
overpaid prims donnas of the 
trading floor. His timing may 
even have encouraged some of 
the recent British disposals. 


T he UBS-SBC deal, 
likely to cost more 
than 3,500 well-paid 
City of London jobs, 
illustrates the possible 
collateral damage when foreign 
owners embark on restructuring 
plans that may have little 
directly to do with the UK. 

There are uncomfortable prece- 
dents from the last, much 
smaller, wave or foreign take- 
overs In 1385 and 1986 when US 
and continental European banks 
rushed to exploit the openings 
presented by the stockmarket 
“Big Bang". Substantial stock- 
broking firms such as Simon & 
Coates and Scrimgeour Kemp- 
Gee were bought by big US banks 
only to be mismanaged and to 
disappear without trace. Might 


the same happen again? 

Decades ago, tbe British were 
leaders in building international 
financial businesses, including 
banks like Barclays DCO and 
Bank of London and South Amer- 
ica. the one-time head office of 
which in the City has just been 
symbolically demolished. Today’s 
global players are mostly 
Americans, bolstered by huge 
profits made from the great Wall 
Street bull market 

There are also the Swiss, the 
Germans and a bandful of other 
continental European players. 
Mast of these operate out of shel- 
tered domestic financial markets, 
but are motivated to expand 
overseas either because they can- 
not grow- at home or because 
they expect market liberalisation 
to threaten their domestic posi- 
tions unless they acquire global 
expertise. The stogie currency is 
also forcing change, though the 
City remains complacent about 
the threat from the euro. 

Once the Japanese were impor- 
tant players too, but they are 
now to headlong retreat. Asia's 
only contender is HSBC, and 
even that has been weakened by 
the region's woes. 

One theory is that a handful of 
giant banks witb global reach 
will dominate the financial mar- 
kets of the 2lst century, pro- 
pelled by information technology 
and deregulation. US banks are 
hovering over Asia like vultures, 
picking up stricken institutions 
on the cheap, and aiming to force 
their way at last into a cowed 
Japan. Once inside, according to 
the strategy’, they will drive the 
medium-sized institutions out of 
business, but will coexist with 
local niche banks. The UK has no 
pretenders to this premier 
league, either in investment 
banking or asset management. 

Britain's banks have ironically 
become inhibited by the fabulous 
profitability of the domestic mar- 
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an. the equity market is down 
49.3 per cent since July and the 
ringgit has lost 39.7 per cent 
against the dollar! 

The source was the 
: g o v e rnm ent-owned news agency 
-Bemaata, Which put out on new 
year’s eve an IMF report on tbe 
: Malaysian economy compiled in 

July, before theregtonal 
currency crisis took hold. 

The tighfly-controDed local 
newspapers - which have been 
keien to put the best possible 
glees on Asia’s little local 
difficulties - duly ran the story 
as if the report was; hot off the 
/press, even thoui^ ti» IMF 
- produced a gloomy report in 
December forecasting a dramatic 
slowdown. ' • 

-‘Opposition loader Lim Kit 
Biang has accused Bemama of a 
"misleading and dishonest” 
attempt to convince Malaysians 
/that the country is not too badly 
-• oft “The information deficit is 
one important reason why the 
government has foiled to make 
any significant headway to 
restore confidence," he tones. 

Bernama says the July report 
is the latest it has received. 
Acting editor-in-chief Syed Jamil 
Jaafer said it was “considered to 
be contemporaneous as it was 
the latest available”. So there. 


Gold comfort 

■ South Korean banks have 
been persuading patriotic 


citizens to sell their gold for 
wan, to be refined and used to 
buy US dollars. It looks like a 
roaring success' - more than id 
tonnes have been collected in 
just two days. 

But the campaign has had a 
spot of bad luck - a vicious bear 
market has been beattog the . 
gold price down far weeks and.it 
yesterday; slumped to an 
1814-year low of $281.80 an ounce 
in London, recovering $1 by the 
afternoon fix: the potential 
income from the campaign is 
almost $18mless than. It was at 
the start-of the week. . 

Traders attribute this latest 
misery for the gold price to a. 
slump in demand- ... in Asia. 


Case of Bordeaux 

■ The French football world is 
abuzz with suggestions that 
ENIC, the ambitions. 
London-based investment trust, 
is close to a deal to'buy into. 
Bordeaux. The club won the 
French championship three 
times in the 1980s bnt has since 
been having a miserable time 
because of murky, off-pitch 
financial terandalq and 
something less than 
championship form cm the field. 

Senior officials of the club say 
a UK company is taking over 
and intends to invest £ldm to 
help it recapture the good old 
days. 

ENIC, in which 


Bahamas-based billionaire Joe 
Lewis holds a 36 per cent stake, 
is building a handy stable of 
European soccer investments. 
There’s the call option on 25 per 
cent of Glasgow Rangers and 
deals which give it effective 
control of Italian club Vicenza. 
AEK Athens and Slavia Prague. 

The lads at ENIC are saying 
nothing. Bat Observer 
understands there have been 
talks and there's some 
annoyance that news of a 
possible deal has leaked out 
prematurely. A deal seems on 
the cards, unless someone has 
scored an own-goal by talking 
out of turn. 


On the button 

■ Efi Oshaya. an opposition 
member of Israel’s parliament, 
spent yesterday explaining why 
he’d voted for the government’s 
budget - apparently as a whip 
he’d been too busy organising 
Labour MPs to vote against the 
measure to concentrate on what 
he-was doing. 

Apparently it’s difficult for 
Knesset members to vote the 
wrong way, as voting involves 
pressing two buttons 
simultaneously, one with each 
hand. This curious arrangement 
isn’t designed to avoid errors - 
it’s to stop miscreant deputies 
leaning over and stealing their 
neighbour’s vote. So much for 
honourable members. 


ket. Sir Brian Pitman's “back to 
the high street” strategy at 
Lloyds TSB has reaped enormous 
rewards as the bank has dumped 
overseas operations and gobbled 
up rivals at home. Lloyds never 
more than dabbled to investment 
banking iu Lhe 1980s before 
retreating in disgust. Its market 
capitalisation has risen from 
£6-7bn to £39.4bn in five years. 

Barclays and NatWest have 
been forced to emulate this 
inward-looking paradigm. Their 
institutional shareholders can 
work out the potential short-term 
earnings from their lucrative 
retail franchises. They have been 
no longer willing to tolerate, for 
instance, the absorption or a 
large part of the time of Barclays’ 
top management in running its 
investment bank BZW, which 
returned about 6 per cent on cap- 
ital against well over 20 per cent 
on retail operations. 

Whether this back-to-basfcs 
strategy will make sense to the 
long term is a moot point. Scav- 
engers ranging from supermarket 
chains to Richard Branson's Vir- 
gin group are rushing to sink 
their teeth into the banks' soft 
underbellies. 

For now. though, the message 
received by the big British banks 
is the perverse one that returns 
are much higher to safe domestic 
business than to risky interna- 
tional investment banking. 

History may view this isola- 
tionism as a corporate gover- 
nance disaster. Alternatively it 
may see it as a shrewd judgment 
that the "bulge bracket” of global 
giants will soon prove unmanage- 
able once the Wall Street bull 
market shrivels. But when 
Hambros resurfaces in slimmed- 
down form as “S.G. Hambros” 
•the initials stand for Societe 
General e) in a grotesque parody 
of S.G. Warburg, the City's sur- 
render or the initiative wiU again 
be emphasised. 


nmm 


100 years ago 

The Attack On Port Arthur 
Tbe report that the Russians 
have seized Port Arthur, the 
well-known Chinese naval 
station, coming as it does 
hard upon the demonstration 
which Germany has made 
against the Celestial Empire, 
is rather startling, and 
produces the impression that 
the Czar is jealous of the 
ambition lately displayed by 
the “Almighty and Beloved 
Emperor, King and Lord for 
ever and ever” - in other 
words, His Majesty of 
Germany. Russia, however, 
could hardly occupy Port 
.Arthur without incurring the 
hostility’ of Japan, mid we 
ourselves should possibly 
have something to say in tbe 
matter. 

50 years ago 

DiLA. Ships For Sale 
Sir Arthur M. Sutherland, 
chairman of the Tyne 
Improvement Commission 
and President of the Shipping 
Federation, commenting on 
President Truman’s 
suggestion that European 
shipbuilding programmes 
should be cut said that 
surplus American ships were 
not necessarily suitable to the 
requirements of British 
shipowners. Britain was now 
building more ships than the 
rest of the world, said Sir 
Arthur. 
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Japan cracks down on J£“f ian 

stock market abuses breaches 


By Gillian Tett in Tokyo 

•Japan yesterday announced 
measures to crack down on 
stock market abuses. The 
move comes after Lhe Nikkei 
225. the country's main shares 
index, fell to a 30-month low 
on December 29. 

Hiroshi Mitsiuuka. finance 
minister, said the government 
would strengthen rules cover- 
ing short selling and would 
clamp down on rumour-based 
price manipulation. 

Tokyo also plans to raise the 
fine from YlOOm to YoOOm 
i$3.7m) on securities com- 
panies that conduct illegal 
deals. 

“The latest steps are to 
ensure transparency in the 
market, anti, if market partici- 
pants clearly understand our 
intention, this will be reflected 
in prices.'' Mr Mitsuzuka said. 

Government officials said 
the measures tci support the 


By Richard Tomkins 
in New York 

Forget cigar lounges. Beanie 
Babies and sports utility 
vehicles. The hottest trend 
sweeping the US is filing Tor 
personal bankruptcy. 

According to figures pub- 
lished by the Visa payment 
card association yesterday, the 
number of Americans declar- 
ing themselves bankrupt shot 
tip by is per cent to 1.34m last 
year - more than at any time 
in the nation’s history, includ- 
ing the Great Depression. 

The amount of household 
debt discharged by bankruptcy 
courts rose even more steeply, 
from $30bn the year before to 
$40bn. That cost was ulti- 
mately passed on to other con- 
sumers in the Form of higher 
retail prices or higher borrow- 
ing costs. Visa said. 

“Unfortunately, more 
Americans than ever before 
are pursuing bankruptcy' as a 
first option to solve their 
financial difficulty instead of a 
last resort." said Kenneth 


Continued from Page 1 


TS1.000. The bird flu, an influ- 
enza of bird populations which 
was discovered to have 
migrated to humans in May, 
has killed four people in Hong 
Kong. A further 12 people have 
been struck with the virus and 
there are three more suspected 
cases. 

Medical investigations con- 
ducted to date show that 
man-to man transmission, if 
passible, is highly inefficient. 
Experts have not advised 


market did not mean encour- 
aging companies and funds to 
bay shares. In the past, the 
government has organised 
“price-keeping operations” 
where companies were per- 
suaded to buy shares in 
related businesses to support 
the market. Officials deny this 
is now happening. 

The measures entail tighter 
restrictions on short selling. 
This is the practice where 
investors borrow shares they 
do not own in order to sell 
them and later repurchase 
them, if the share price falls in 
between these trades, the 
investor makes a profit. Some 
Japanese officials claim that 
investors shorting stocks have 
been deliberately spreading 
false rumours about compa- 
nies to drive the share price 
down. The government is 
investigating the allegations in 
association with companies 
such as Yasuda Trust Bank 
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Crone, senior vice-president of 
Visa USA. 

Usually, high levels of per- 
sonal bankruptcy accompany 
unemployment and recession. 
But Americans are going bank- 
rupt in record numbers at a 
time when the US economy 
has experienced one of its 
longest-ever periods of 
uninterrupted growth. 

The proportion filing last 
year represented about one in 
200 of the population, far 
exceeding the rate in other 
western countries. In the UK, 


travel restrictions and the 
Hong Kong Tourist Associa- 
tion has sought to limit any 
damage from the virus on the 
territory’s ailing tourist 
industry. 

However, it has had to con- 
tend with some heavy counter- 
responses: Thailand advised its 
nationals to postpone trips to 
Hong Kong and Taiwan pub- 
lished warning posters at the 
airport. 

For Cathay Pacific, which 
launched its two seats for the 
price of one offer in November 


and Tomen trading company, 
whose share prices recently 

fell sharply- 

The Nikkei fell on December 
29 to 24,775.22. Yesterday it 
closed at 14,886.40, down 60.44 
points on the previous day. 

The index’s decline has 
alarmed officials because it 
threatens to hurt many compa- 
nies that have cross-sharehold- 
ings. Sapporo Breweries yes- 
terday said it would record an 
extraordinary loss of Y22J24bn 
in tbe 1997 calendar year after 
losses on its equity portfolio. 

The banks are also vulnera- 
ble because they have tradi- 
tionally relied on “hidden” 
equity g ains - the gap between 
the book and market value of 
their equity portfolios - as a 
cushion. At current Nikkei lev- 
els. half the top 20 banks have 
lost the hidden gains. 


Capitalism the hard way, 
Page 12 


fewer than 30,000 people 
declared themselves bankrupt 
in 1995, representing about one 
in 2.000 of the population. 

One reason is that bank- 
ruptcy is a relatively p ainless 
exercise in the US, and has 
come to be regarded as a sensi- 
ble financial planning tool 
rather than a cause for shame 
or disgrace. 

Across the US. lawyers place 
advertisements Inviting people 
to solve their financial prob- 
lems with a bankruptcy. A toll- 
free call to the number 1-800- 
BANKRUPT puts people in 
touch with a local attorney. 

Visa Is backing legislation 
pending in Congress that 
would require courts to inform 
debtors of alternatives to bank- 
ruptcy, such as credit counsel- 
ling. before they file. It also 
wants them to repay debts at a 
level they can afford. 

The payment card company 
denies contributing to tbe 
problem by showering 
Americans with unsolicited 
offers of credit cards an easy 
terms. 


to woo tourists into Hong 
Kong, it is only the latest in a 
series of problems. 

Last month the airline 
warned it would be forced to 
cut costs. Sales have been 
affected by weak Asian econo- 
mies, devalued currencies and 
declining tourist interest in 
Hong Kong. 

Yesterday the airline said 
that outbound traffic for 
January and February - peak 
time for travel from Hong 
Kong - was similar to last 
year's. 


rescue 

targets 

By Sander Thoenes in Jakarta 

President Suharto of 
Indonesia presented a draft 
budget to parliament yester- 
day that would breach targets 
agreed with the International 
Monetary Fund. And many 
economists consider unrealis- 
tic the exchange, inflation and 
growth rates used for prepar- 
ing the budget 

The budget for the fiscal 
year to March 31 1999, bal- 
anced at 133,49Jbn rupiah 
($l8-4lbn), would not meet a 
surplus target of one per cent 
of gross domestic product 
agreed with the IMF and other 
lenders in October as part of a 
S38bn bail-out package. 

Mr Suharto said the govern- 
ment assumed an exchange 
rate of Rp4.000 to the US dol- 
lar. 4 per cent growth in GDP 
and 9 per cent inflation. But 
the rupiah suffered its biggest 
drop yesterday, bitting 
Rp7,700 to tbe dollar before 
closing around Rp7,250 to 
Rp?,350 to the dollar. 

The budget would leave the 
current account deficit half a 
percentage point above the 
IMF target of 2 per cent of 
GDP and ignore an IMF 
recommendation to cut fuel 
subsidies, a large drain on the 
budget. In the absence of sig- 
nificant economic reform 
announcements in recent 
weeks, investors had been 
looking to the budget as a test 
of Mr Suharto's commitment 
to the rescue programme. 

“There’s a 50-50 chance tbe 
IMF will have to walk away 
from Indonesia in March 
because it does not add up," 
said William Keeling, senior 
adviser at Dresdner BJeinwort 
Benson, the brokerage. “Eco- 
nomically this place is like 
Sarajevo. Tax revenues will 
collapse.” 

“The government will have 
■to work very hard to realise 
the domestic revenue targets, 
especially taxes,” said Sri 
Mulyani Indrawati. an Indone- 
sian economist. “With nega- 
tive economic growth, tbeir 
expectation of a 13.1 per cent 
rise in VAT revenues is unre- 
alistic. Income tax will drop 
further than the 9.5 per cent 
fall they predict Development 
spending should be cut fur- 
ther. The government seems 
to lack a sense of urgency.” 

While Mr Suharto's speech 
lacked new steps to tackle the 
crisis, the fact that he reiter- 
ated that Indonesia was “fully 
committed to implementing” 

the IMF reform recommenda- 
tions quelled fears that the 
president had grown disen- 
chanted with the ability of the 
aid package to revive investor 
confidence. “We must cer- 
tainly not lose the momen- 
tum,” Mr Suharto said. 
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US citizens go for broke 
over nation’s latest trend 


Bird flu scare hits Cathay Pacific share price 
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Europe today 

Northern Scandinavia and north- 
eastern Europe will be wintry with 
occasional snow flurries. The Baltic 
states and eastern Germany will 
have rain and sleet showers, with 
snow confined to higher ground. 
Southern Scandinavia will be mostly 
cloudy with rain, preceded by snow. 
Northern France, the Low Countries 
and Germany will remain unsettled 
with spells of rain but will become 
mild. The Alps may see a Irttie snow 
late in the day. Most of the 
Mediterranean, including the south 
of France and the Balkans, will be 
fine and settled but the north-west 
of the Iberian Peninsula will be 
showery. 

Five-day forecast 

Most of the Mediterranean and 
central Europe will be dry with spells 
of sunshine and above average 
temperatures. Overnight fog may 
become troublesome later. 
Scandinavia wffl have above normal 
temperatures wfth rain in the south 
but more snow in the north -easL 


TODAY’S TEMPERATURES 



Situation at midday. Temperatures maxtmum lor day. Forecasts by PA WB&thsrC&rtre 



Maximum 

Beijing 

Fair 3 

Cardiff 

Showa- S 


Celsius 

Belfast 

Shower 6 

Casablanca 

Fair 19 

Abu Dhabi 

Fair 26 

Belgrade 

Fair 11 

Chicago 

Fair 4 

Accra 

Far 33 

Berlin 

Rain 7 

Cotog no 

Ram 10 

Algiers 

Far 18 

Bermuda 

Thunder 21 

Dakar 

Far 26 

Amsterdam 

Rain 9 

Bogota 

Shower 20 

Dallas 

Rain 7 

Athens 

Fair 17 

Bombay 

Sun 33 

Delhi 

Sun 22 

Atlanta 

Thunder 17 

Brussels 

Rain 9 

Dubai 

Fair 27 

B. Aires 

Fair 30 

Budapest 

Fair 9 

Dublin 

Shower 7 

B.ham 

Shower 8 

C.hagen 

Rain $ 

Dubrovnik 

Fair 15 

Bangkok 

Fair 33 

Cairo 

Fair 20 

Edinburgh 

Shower 7 

Barcelona 

Sun 16 

Caracas 

Fair 30 

Faro 

Fair 18 
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Lufthansa 


Frankfurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 

Johannesburg 

Karachi 

Kuwait 

l_ Angeles 

Las Palmas 

Lima 

Utoon 

London 

Lux.bourg 

Lyon 

Madeira 


Rain 8 
Shower 9 
Fair IS 
Shower 7 
Ravi 9 
Snow 1 
Cloudy 10 
Fair 20 
Fatr 10 
Thunder 33 
Shower 11 
Fair 24 
Fair 20 
Fair 17 
Fair 18 
Fair 24 

■Cloudy 28 
Fair 17 
Shower 9 
Shower 7 
Shower 12 
Fair 10 


Madrid 

Majorca 

Malta 

Manchester 
Manila 
Melbourne 
Mexico City 
Miami 
Mian 
Montreal 
Moscow 
Munich 
Nairobi 
Naples 


New York 

Nka 

Nicosia 

Oslo 

Paris 

Perth 

Prague 


FaJr 13 
Fair IB 
Sun 19 
Shower 8 
Fair 20 
Far 24 
Fair 23 
Thunder 27 
Fog 9 
Rain 4 
Snow -4 
Slower 6 
Shower 28 
Fair 17 
Fair 2B 
Rain 13 
Fair 14 
Fair 20 
Snow -i 
Rahil 
Sun 40 
Rain S 


Rangoon 

Reykjavik 

Rio 

Rome 

S. Frees 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


Sun 32 
Drzzl £ 
Fairs? 
Fair 17 
Fair 14 
Fair 4 
Thunder 31 
Cloudy 2 
Rain £ 
Fair 2* 
Fair 18 
Fair 10 
Cloudy 11 
Rain 7 
Cloudy 5 
Fair ID 
Drzd 6 
Sleet 4 
Ram 17 
Shower 20 
Snow -12 
Cloudy a 


THE LEX COLUMN 

Indonesian roulette 


Indonesia is playing with fire. 
Yesterday's budget does not even 
pretend to meet the surplus agreed 
as part of last October’s $38bn Inter- 
national Monetary Fund-led pro- 
gramme. And wildly unrealistic 
assumptions mean the balanced 
budget now promised is most 
unlikely to be achieved. If Indonesia 
was making strenuous efforts to 
reform and had simply been 
knocked off course by the deteriora- 
tion in Asian f manc fal markets, tin* 
IMF could afford to be understand- 
ing and continue disbursements. 
But this is not so. In fact, Indonesia 
is backsliding - notably, by allow- 
ing members of President Suharto's 
family to reopen, hanks and revive 
stalled infrastructure projects. 

Mr Suharto may think he can ride 
out the storm In financial markets, 
which Is causing the rupiah to 
plummet, until after March's presi- 
dential elections. After all, foreign 
exchange reserves seem healthy - 
at least, compared with South 
Korea’s. Moreover, the government 
itself has little foreign debt; the 
bulk is owed by the corporate sec- 
tor. But a widespread private-sector 
default, now a real possibility, 
would cause long-term damage. 
Indonesian companies' names In 
international capital markets would 
be sullied for years to come and 
trade credit could dry up. Moreover,, 
if Mr Suharto thinks the IMF trill 
bend its conditions, he may be In 
for a shock. Even with Korea, the 
IMF held firm. And. Korea had tbe 
potential to cause much more dam- 
age to the rest of the global finan- 
cial system. 

Wait Disney 

Director independence is a crucial 
element of what makes tip a good 
board. Non-executives should take 
an active and critical role in shap- 
ing a company's strategy. That does 
not mean Interfering in daily affairs 
or second-guessing the chief execu- 
tive. But it means a lot more than 
simply rubber-stamping manage- 
ment decisions. 

No doubt this has become 
increasing l y diffi cult as companies 
have grown larger and more com- 
plex. Even so, Disney's collection of 
so-called ‘independent” directors 
looks particularly ill-suited to the 
challenge. The list reads like a roll- 
call of chairman Michael Eisner’s 
cronies - eight of the 12 indepen- 
dents have clear personal or finan- 
cial ties to him, the company or the 
Disney family. It would be naive to 
pretend this does not affect their 


FTSE Eurotop 300 index 
1 020.7 (-5.3} 
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independence. And, tellingly, only 
two of the 12 own a significant 
number of Disney shares, while 
some own none at all. 

The reason the entertainment 
group has been able to get away 
with this board structure is its 
excellent stock market perform 
mance. It is not easy to criticise a 
company that lias done this wen far 
its shareholders. That a big institu- 
tion like TIAA-Cref, the teachers* 
pension fond, is Inciting up a public 
fogs is an encouraging sign of how 
important corporate governance 
has become to US investors. It is no 
longer just something to tinker 
with when things have already 
gone wrong. That is an attitude 
shareholders elsewhere would do 
well to adopt 

Boeing/Airbus 

With Airbus reporting more firm 
orders for aircraft than even In 
1989, the. peak of the last aircraft 
cycle, and Boeing’s orders also 
high, airline investors should 
beware. Orders last reached such 
levels shortly before the Gulf war 
and the worldwide recession of the 
early 1990s which savaged the avia- 
tion industry. Many companies 
found they had outstanding aircraft 
orders that they were unable to 
finance, let alone match with 
demand. 

For sure, much has changed since 
then to Indicate airlines are behav- 
ing more responsibly. In the late 
1980s new passenger jet orders were 
equivalent to 20 per cent of the air- 
craft then flying. The figure today 
is less than 9 per emit. Tighter envi- 
ronmental controls have encour- 
aged the replacement of ageing air- 
craft rather than net additions to 


fleets. Alliances have extended .air-. 
lln&’ reach without hew airc raf t; 
Privatisations have brought -about a 
greater focus on improving fleet 
management rather, than macho 
national . flag-carrying. And- more 
sophisticated financing of fleets 
through short-term leases has kept 
dowh the numbers of aircraft dbv 
Unesown outright 

Bat to believe orders can be sus- 
tained at this level until the turn of • 
the century without destabilising 
pricing in the industry_is unduly : 
optimistic, especially since much of ' 
the projected growth in- demand 
was to come from Asia.- The danger’ 
is that by the time the four partners 
get round to floating Airbus* the: 
industry might be considerably: 
more turbulent. 

UK book stores 

Bookshops may remain welcome 
havens on noisy high, streets, hut 
the UK industry never seems to 
have a quiet time. Tbe latest distur- 
bances include book sales over the 
internet and the appearance of two 
big American retailers. Borders and 
Barnes & Noble. They bring with 
them the concept of the cultural 
superstore. The principle remains 
the same as in the traditional book- 
shop: lure in the browsers and hope 
they will buy. But these giants are 
substantially raising the stakes hr 
terms of the attractions: CDs, com- 
puter games, coffee and cake. 

lire trend is not unconnected 
with the internet Ama 2 xm.c 0 m, a 
rival to the big US chains, has rap- 
idly built its sales to the equivalent 
of 20 superstores. Without the cost 
of prime locations and high stock 
levels, this emphasises the commod- 
ity nature of some bookselling. In 
. the UK. the price challenge threat- 
ened by the internet comes on top 
of the abolition of the old price 
maintenance system known as the 
net book agreement. All this 
increases the premium on both ser- 
vice and Innovation that other 
booksellers must offer to hold then- 
own. What remains to be seen is 
whether the cultural superstore will 
catch on. or whether Water-stones is 
right to stick to its formula of wid- 
ening the book range, while adding 
caffes to entice more browsers. 

Even the more conservative ver- 
sion entails capital spending, which 
spells more pressure for those inde- 
pendent bookshops that cannot 
afford to compete on price or com- 
fort. 
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This announcement appears as a matter of record only December 1997 

unicef 

Issue of Perpetual Zero Coupon Bonds 
Issue Amount: Euros 600,000 
Project UNICEF Bolivia 
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Japan opens up 
telpcoms market 

Japan’s telecommunications industry is bracing 
itself for a year of consolidation and increased 
v competition. Prom today, Japan gets a taste of 
whatit i&like to have choice In the local market 
as TTNet Introduces the first alternative service 
to NTT, the former public utility. Page 17 

Testing year lor steelmaker^ chief 

On the 24th Door of 
Usihor’s headquarters 
in the shadow of Paris's 
Grande Arche de la 
Defense, Francis Mer is 
looking remarkably 
cheerful for the chair- 
man of a company 
whose share price 
recently slipped below 
the level at which it 
was privatised more 
. than two years ago. It 
has been a testing year for the S8-year-ofd engi- 
neer who has- been in the hot seat at Europe’s 
second biggest steelmaker for a decade. Page 36 

Ailing Thailand set for recovery 

Thailand's new government is winning kudos 
from the International Monetary Fund and ana- 
lysts for Its forthright approach to rtishing out 
the pain heeded to right its economy. Various 
indicators suggest the economy may soon be on 
the road to recovery. Page 32 

New Holland buys stake in air-seeder 

New Holland, the Italian group which is one of 
the world's leading tractor makers, has pushed 
into the high-tech agricultural equipment sector 
with a deal to buy a stake in a manufacturer of 
air-seeding systems. Page 16 

Companies In this issue 


PolyGram agrees Hollywood deal 


By Alice Rawsthom in London 

PolyGram, the Dutch 
entertainment group, has 
agreed terms with Warner 
Bros, the Hollywood studio, to 
jointly finance and distribute 
five films a year made by Cas- 
tle Rock, one of Warner's pro- 
duction subsidiaries. 

The deal with Castle Rock, 
the company be hind box office 
successes such as In The Line 
Of Fire, A Few Good Men and 
The ShaiDshonk Redemption, 
could involve PolyGram and 
Warner each Investing up to 
$i25m in production a year. 

For PolyGram, the agree- 
ment marks a step forward in 


its seven-year attempt to estab- 
lish the first European film 
company to rival the Holly- 
wood studios. The Dutch 
group, part of the Philips elec- 
tronics concern, has already 
Invested more than Slbn in its 
lossmaking film and entertain- 
ment subsidiary. 

Warner's decision to bring 
an external investor into Cas- 
tle Rock, which it once consid- 
ered selling, reflects the finan- 
cial pressure on the studio 
after a disappointing year in 
1997. 

Co-financing and distribu- 
tion agreements, or "split 
rights" deals as they are called 
in the film industry, are 


becoming Increasingly com- 
mon In Hollywood as studios 
strive to offset steep increases 
in the cost of making and mar- 
keting films. 

Paramount, the studio 
belonging to the Viacom enter- 
tainment group, shared the 
$200m cost of making Titanic, 
the most expensive film ever 
made, with 20th Century Fox. 
part of Rupert Murdoch's 
News Corporation. Fox owns 
the foreign distribution rights 
to Titanic, which took nearly 
$9m on each of its first 10 days 
at US cinemas 

For FacelOJf, starring John 
Travolta and Nicolas Cage, 
Paramount struck a s imil ar 


accord with Walt Disney's 
Buena Vista subsidiary. Buena 
Vista also holds the foreign 
rights to Starship Troopers, 
distributed by Sony in the US. 

Rather than negotiate ad hoc 
deals for individual films, 
Warner, part of the Time 
Warner entertainment group, 
has opted for a longer-term 
agreement with PolyGram. 

Lang regarded as one of Hol- 
lywood's most robust studios, 
Warner faltered last year. Its 
share of US box office revenue 
fell to $68Qm. a decline of 24.6 
per cent on 1996, according to 
Variety , the trade magazine. 

Last month, Warner agreed 
terms with Village Roadshow, 


the Australian media group, to 
pool the production and distri- 
bution rights to 20 pictures 
over the next five years. 

Warner’s accord with Poly- 
Gram entails the two compa- 
nies paying equal shares of the 
production cost of 15 Castle 
Rock films over three years. 
The first of these pictures will 
be The Last Days Of Disco 
directed by Wilt Stillman and 

The Green Mile starring Tom 
Hanks, which will have aver- 
age production budgets of 
$4om-S50m. 

PolyGram and Warner will 
decide bow to divide the distri- 
bution rights on a film by film 
basis. 


Combination of factors has kept yields falling in face of US economic strength 


Bond market 
vigilantes in 
relaxed mood 

T he "bond market vigi- But the most important snp- 
1 antes” have relaxed, part for bonds has been the 
Investors In US Trea- Asian crisis, which has caused 


Bond yields set new low 
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T he "bond market vigi- 
lantes” have relaxed. 
Investors in US Trea- 
sury bonds, ever watchful for 
a revival of inflationary pres- 
sures, allowed the yield on the 
benchmark 30-year Issue to 
dip to a record low of 5.74 per 
cent on Monday. 

Bond yields were much 
lower earlier in the century, of 
conrse, and the record only 
applies to the 30-year issue, 
which started to be issued reg- 
ularly in 1977. Nevertheless, 
the market milestone appears 
to Indicate that investors are 
relaxed about the US’s infla- 
tionary prospects. 

That might seem a surprise 
when the US is entering its 
seventh year of economic 
expansion, unemployment is 
at a 24-year low and wage 
pressures are emerging. 

But a combination of factors 
has kept yields falling in the 
face of domestic US economic 
strength. First, the US budget 
deficit, a persistent worry In 
the 1980s and early 1990s, has 
receded- A lower deficit, or 
surplus, means a reduction in 
the supply of bonds being 
Issued on the market. 

Second, the willingness of 
"baby boomers " - individuals 
born between 1945 and 1964 - 
to save for retirement Is one or 
tbe farces frequently cited as 
supporting the US stock mar- 
ket. But those investors have 
also been eager buyers of 
Treasury bonds, particularly 
at the longer mid. 


But the most important sup- 
port far bonds has been the 
Asian crisis, which has caused 
the economic debate to swing 
dramatically from talk of 
inflation to deflation. The 
slowdown in Asian growth 
will reduce worldwide 
demand, while the declines in 
Asian currencies will make 
the region’s exporters fierce 
competitors in western mar- 
kets, and limi t the ability of 
companies to increase prices. 

Kit Juckes, bond strategist 
at NatWest, said: “We are see- 
ing a steady erosion of the 
inflation risk premium. Of the 
potential influences on bond 
markets, the prospect of defla- 
tion looks far greater than the 
risk of inflation.” 

The debate was given a fur- 
ther push at the weekend by 
Alan- Greenspan, chairman of 
the Federal Reserve, when he 
discussed the potential for 
deflation to have a virulently 
negative effect on the econ- 
omy. Analysts said the mere 
fact that Mr Greenspan was 
willing to talk about deflation 
gave the idea legitimacy, and 
persuaded Investors that 
short-term US interest rates 
would not rise soon. 

Another factor cited for tbe 
strength of US Treasury bonds 
has been the "flight to safety", 
with investors fleeing from 
risky asset classes in the wake 
of the Asian crisis, and switch- 
ing tbe proceeds into safe 
havens such as US and Ger- 
man government bonds. 
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But Richard Gray, emerging 
markets strategist at Bank of 
America, said the process was 
more a significant portfolio 
shift towards US dollar assets 
and. in particular, Treasury 
bands. 

“The flight to safety argu- 
ment only creeps in at the 
margin, and it only matters if 
you are holding the likes of 
Indonesian rupiah," he said. 

I ndeed, Brady bonds - 
developing country bonds 
backed by US Treasuries - 
have increased by more than 
500 basis points - or 5 per- 
centage points - between 
Christmas and New Year. 

The euphoria has spread 
throughout Europe as well. 
Germany has enjoyed a sub- 
stantial rally, with yields on 
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10-year bunds - government 
bonds - touching their lowest 
point since the 1960s, and pos- 
sibly beyond. And Italy has 
the lowest bond yields in the 
history of the Republic. 

Have yields bottomed? With 
few exceptions, the bond mar- 
ket has enjoyed a bull run 
since 1981, when former Fed 
chairman Paul Volcker started 
to control US inflation. 

But If inflation has been 
conquered, there is no theoret- 
ical reason why bond yields 
could not fall further. Cer- 
tainly some analysts believe 
about 5 per cent is a reason- 
able target for the long bond. 

Such euphoria makes some 
nervous. The last time bond 
investors were this optimistic 
was in October 1993, when tbe 
long yield hit a low of 5.78 per 


cent. That was followed by a 
setback in bonds tn 1994, 
when tbe Federal Reserve 
increased short-term rates. “I 
cannot find a bear of bonds 
and that worries the hell ont 
of me,” said Peter Chambers, 
chief investment strategist at 
HSBC James Cape I . 

Paul Abberley, group head 
of fixed income at Lombard 
Odier Investment Manage- 
ment, said: “We expected mod- 
est yield declines during 1998, 
but the market has moved so 
quickly that we are looking to 
book a few profits now.” 

Philip Coggan 
Simon Davies 


Bonds, Page 20 
World stocks. Page 32 


Pension 
fund hits 
at Disney 
board links 

By Daniel Bdgter in New York 
and Christopher Parkes 
In Los Angeles 

Walt Disney's board is being 
attacked by TIAA-Cref, the 
largest pension fund in the US. 
about personal links between 
several of Disney’s non -execu- 
tive directors and its execu- 
tives, including chairman 
Michael Eisner and vice-chair- 
man Roy Disney. 

The fund, which serves 
teachers throughout the coun- 
try, has filed a resolution to be 
put to next month's annual 
meeting, pressing the company 
to reconfigure its board to 
ensure that a majority of the 
members meets its criteria for 
independence. 

The fund has a “major" 
shareholding in Disney, 
according to the company's 
proxy statement, but no share- 
holder holds as much as 5 per 
cent. 

TIAA-Cref usually exercises 
its influence subtly. It 
approaches companies in confi- 
dence to persuade them to 
change corporate governance 
practices. But Disney refused 
to compromise, according to 
Kenneth West, TIAA-Cref 6 
senior consultant for corporate 
governance. 

Disney’s “governance prac- 
tices raise serious questions 
about this board's indepen- 
dence,” according to the fluid. 
“We note that a majority of 
the board are not independent 
and that key board commit- 
tees, including the audit, com- 
pensation and nomination 
committees, each have at least 
one member with significant 
personal or financial ties to 
the company's management” 

Disney has filed a response 
recommending that sharehold- 
ers vote against the TIAA-Cref 
resolution on the basis that 
the pension fund's d efinit ion of 
independent is "excessively 
restrictive” and that by its 
own reckoning more than 
60 per cent of its non-execu- 
tives are independent. 

A report on corporate gover- 
nance by BusinessWeek maga- 
zine has nominated the Disney 
board as the country's worst 

TIAA-Cref argues that only 
three of the board's 12 
so-called independent directors 
are independent By its princ- 
iples, Raymond Watson, Gary 
Wilson and Cardan Walker do 
not qualify as they are former 
Disney executives and Mr Wat- 
son continues to chair 
the executive committee. 
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Vickers appeals to Brussels 
over Rolls-Royce veto right 
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Chief price changes yesterday 
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By Alexander Nicofl, 

Defence Correspondent 

Vickers, tbe engineering and 
defence group, yesterday asked 
tha European Co mmissi on to 
remove the right of 
Rolls-Royce, the aircraft 
engine maker, to veto the sale 
by Vickers of Rolls-Royce 
Motor Care to a foreign buyer. 

Its .formal complaint to the 
Commission says the veto 
power Is anticompetitive and 
discriminatory under Euro- 
pean law. Vickers alleges the 
aero-engine maker is ahnan g 
licensing- rights it secured in 
1973 whan the carmaker was 
floated off from Rolls-Royce, 
then in receivership. 

Under the 1973 agreement, 
Rolls-Royce retained owner- 
ship of the Rolls-Royce name 
and the “RR" marque, but 
licensed them to the carmaker. 
Rolls-Royce could terminate 
the licence if the carmaker fell 
into foreign control - effec- 
tively giving it tbe right of 
veto over a future sale. Vickers 


argues this right is not legally 
enforceable given the subse- 
quent development of the sin- 
gle market, and contravenes 
Article 85 of the Treaty of 
Rome which forbids anti-com- 
petitive behaviour. 

Rolls-Royce said its rights 
were enforceable and it would 
make every effort to protect 
them. 

Rolls-Royce Motor Cars, 
bought by Vickers in 1980, is 
up for auction. Vickers is 
expected shortly to issue sale 
memoranda giving details of 
the business to five potential 
bidders: BMW, Volkswagen 
and D aiml er-Benz of Germany, 
Toyota of Japan and Bernie 
Ecclestone, the Formula One 
racing chief. 

Vickers is concerned that 
the veto power could disrupt 
the bidding process and lower 
the price below the £400m 
(9650m) which is the upper end 
of most forecasts. 

It fears Rolls-Royce may 
wish to steer the carmaker 
into the arms of BMW, with 


which it collaborates in air- 
craft engine manufacture and 
which makes engines for 
Rolls-Royce cars. 

Rolls-Royce said it “attaches 
the greatest importance to the 
preservation and protection of 
the Rolls-Royce name and 
marques as key assets of its 
own business”. It would take 
any necessary action to ensure 
its interests were protected in 
the proposed sale, it said. 

Rolls-Royce executives said 
they were not seeking to 
exclude any bidder but to pro- 
tect the process under which 
the company maintained 
rights over the use of its name. 

The aero-englne maker said 
the licence agreements “were 
notified to the European Com- 
mission and the Commission 
has confirmed that the 
arrangements! do not restrict 
competition”. 

Vickers believes, however, 
that an administrative letter 
from the Commission in 1973 
did not constitute a final deci- 
sion and was not binding. 
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Paneshkhu, Leisure 
Industries Correspondent 

Thomson, the UK's largest 
package holiday group, has 
asked SBC Warburg Dillon 
Read, its financial adviser, to 
draw up informal plans for a 
spring flotation. 

The group, which is owned 
by Thomson Corporation, the 
Canadian publishing company/ 
is expected to be valued at 
£l.3bn ($2.l4bn) and to be 
floated on the London Stock 
Exchange in May. 

Nigel Harrison, Thomson 


Corporation's executive 
vice-president, said yes- 
terday: “We have a policy 
of sot commenting until 
an announcement is appropri- 
ate." 

SBC Warburg, which has 
been financial adviser to 
Thomson Corporation for 
many years, also would not 
comment 

However, Thomson is under- 
stood to have given SBC War- 
burg the gpahead to prepare 
the travel business for flota- 
tion following previous 
attempts to sell the business 
and the publication of the 


Monopolies and Mergers 
Commission report into the 
sale of package holidays last 
month. 

This cleared the industry 
of anti-competitive behav- 
iour while demanding minor 
changes to sales practices. 

A spring flotation would fol- 
low a strong performance in 
1997, with Thomson Travel 
expected to report pre-tax 
profits of about £l00m 
compared with £ 82 m in 
1996. 

The company's performance 
has been buoyed by healthy 
demand for holidays. 
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COMPANIES AND FINANCE; EUROPE 


wins battle to raise 


C&W 


By Judy Dempsey 
in Jerusalem 

The Israeli government 
yesterday agreed to allow 
Cable and Wireless, the UK 
telecommunications group, 
to increase its stake in 
Bezeq. the local operator, to 
as much as 20 per cent. 

The agreement ends a two- 
year struggle by C&W to 
raise its current bolding of 
10.2 per cent and could pave 
the way for it to become a 
strategic partner in one of 


Israel's flagship companies. 

Richard Brown, chief exec- 
utive of C&W. said the agree- 
ment “reflects Cable and 
Wireless's commitment to 
the Middle East as a region 
of opportunities, where we 
believe economic growth and 
integration will accelerate 
over tine". 

C&W is already active in 
the Palestinian Authority, 
where it is consulting PalteL 
the Palestinian telecoms 
company: in Lebanon, where 
it is modernising the net- 


work; in Yemen, where it 
holds a 51 per cent stake in 
the international and mobile 
network; and in Bahrain. 

Tzippi Lrvni, the govern- 
ment Official charged with 
privatising Israel's state 
companies, said yesterday's 
agreement was “a boost for 
investors' confidence". 

Under the terms of the 
agreement, C&W will be 
allowed to increase its stake 
by 3 percentage points, and 
then raise it to 20 per cent 
within the next 18 months. 


This will allow the UK group 
to consolidate Bezeq on its 
balance sheet 

It will be free to acquire 
shares on the open market, 
subject only to disclosing 
any acquisition to the Tel 
Aviv Stock Exchange. 
Bezeq’s shares yesterday fell 
Shk0.17 to Shkd.43. 

However, if the govern- 
ment puts out a tender for a 
strategic partner. C&W 
would have to suspend 
efforts to reach the 20 per 
cent on the open market and 


Bezeq 

compete With other bidders. 

The government bad 
feared that allowing C&W to 
Increase Its stake uncondi- 
tionally would have deterred 
Other potential investors. 

The government bolds 
more than 63 per cent of 
Bezeq and plans a secondary 
offering of about 10 per cent 
in the coming weeks, 
depending on the bpaUft of 
markets. Merrill Lynch, the 
US investment bank, holds 
12.5 per cent but has the 
right to sell most of those 


stake 

shares back to the govern- 
ment if it cannot sell them 
by the g yyi of month. 

Bezeq h»< undergone a 
radical restructuring follow- 
ing the loss at its monopoly 
on international «rtin last 
July. For the first sine 
months of last year, reve- 
nues were Shk6.45bn 
(iLSlbn). Net losses totalled 
Shk265.Sm because of a 
Shkibn provision for 
restructuring and early 
retirement of 20 per cent of 
its 9.000 employees. 


Boost for 
Italian 
motorway 
sell-off 


Usinor chief takes positive view 


O n the 24th floor of 
Usinor's headquar- 
ters in the shadow of 
Paris's Grande Arche de la 
Defease. Francis Mer is 
loo king remarkably cheerful 
for the chairman of a com- 
pany whose share price 
recently slipped below the 
level at which it was priva- 
tised over two years ago. 

It has been a testing year 
for the 58- year -old engineer 
who has been in the hot seat 
at Europe's second biggest 
steelmaker for a decade. 

Not only have the shares 
fallen sharply since the 
French government announ- 
ced in October the sale of its 
residual 7.7 per cent stake. 
The group also lost out to 
Arbed of Luxembourg in the 
contest [or Corporation de la 
Sideriirgica Integral, the 
Spanish state-owned steel- 
maker which has been priva- 
tised and renamed Aceralia. 

But now Mr Mer hopes 
events may be poised to take 
a turn for the better. For one 
thing, he expects market 
conditions to remain favour- 
able at least through the 
first half of this year, in 
spite of the impact the Asian 
crisis may eventually have 
on steel demand. 

Mr Mer talks in terms of 
price developments being 
“quite positive for all our 
product lines except stain- 
less flat”, where there is sig- 
nificant world overcapacity. 

The expected improvement 
in profits in the second half 
of 1997 is now “a reality - 
and we are quite sure the 
beginning of this year will 
be quite agreeable". How- 
ever. he admits that the east 
Asian economic upheaval 
bas clouded prospects for the 
second half of 1998. 

Analysts mostly agree 
witb his assessment. 


although some express 
greater concern about the 
outlook for the end of 1998. 
Paribas, the French bank, 
forecasts that profits will 
increase from FFrl.tSbn 
(8245m) in 1996 to FFi2.45bn 
in 1997 and FFr3.05bn this 
year before falling sharply in 
1999. 

If Paribas is right, Usinor 
has little prospect of beating 
its record 1995 profits of 
FFr4-43bn until 2000 or later. 

The group, which made 
15m tonnes of crude steel in 

Uadnor 
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1996. is strongest in carbon 
steel sheet - used exten- 
sively in the motor industry 
- which accounts for almost 
half net sales. It is less 
exposed than some rivals, 
including British Steel. 
Europe's largest maker, to 
the construction steel mar- 
ket, where demand has been 
depressed for much of the 
1990s. 

Known as a manager who 
takes the problems of his 
workforce genuinely to 
heart. Mr Mer makes no 
apologies for moving more 
slowly than he might have 
done in making cuts to boost 
profitability. “In a corpora- 


tion like ours, if you want to 
keep the quality of relations, 
the confidence of the work- 
ers. of the unions vis-a-vis 
management, you cannot 
just say you are only inter- 
ested in the good businesses. 

“It is not exactly a classi- 
cal financial approach." he 
admits. “But we are con- 
vinced that even if it would 
be very simple to write 
something off from a finan- 
cial point of view, . . . that 
would not be as profitable a 
decision as it appeared 
because you would introduce 
the worm into the apple. The 
development of such a worm 
is probably more damaging 
than accepting [a certain 
amount of] suffering." 

Mr Mer says shareholders 
have supported his 
approach. “Even if I must 
accept I was too optimis- 
tic . . . the pressure [from 
shareholders] was not so 
strong as long as they 
thought at the end of the 
story there would be a posi- 
tive achievement.” 

In a clear success for Mr 
Mer. the group's traditional 
problem unit - the Unimetal 
rod business which has been 
incurring losses - is now' 
“on the verge of break-even" 
after overcoming technical 
problems in the introduction 
of a new electric arc furnace. 

Elsewhere, Usinor has 
been cutting costs and rais- 
ing productivity by introduc- 
ing step-by-step process 
improvements without sig- 
nificant capita] expenditure. 
Mr Mer says Usinor will this 
year operate at 110 per cent 
of what was regarded two 
years ago as full capacity. 

Usinor expects opportuni- 
ties to join in the consolida- 
tion of the European steel 
industry, despite its disap- 
pointment in Spain. It has 



Francis Mer: expects events to take a turn for the better 


expressed interest in form- 
ing a possible partnership 
with Cockerill Sambre 
should the Belgian group 
decide to forge an alliance. 

“There are pluses and 
minuses," Mr Mer says, “but 
the pluses are probably more 
important than people could 
imagine because i think 
Cockerill is not correctly 
perceived from the outside.” 

He says Usinor is not seek- 
ing just “to add tonnage to 
tonnage", but to identify 
opportunities to capitalise 
further on its strengths. 


“There will be opportunities 
in future in Europe because 
the final design of the steel 
business is not yet reached." 

Mr Mer portrays as an 
example of selective expan- 
sion the agreement last 
month to team up with 
Dofasco of Canada to supply 
the North American car 
industry with galvanised 
sheet manufactured under 
Usinor's Extra gal process. 

David Owen and 
Stefan Wagstyl 


Ares-Serono reassures on management 


By James Blitz in Rome 

The Italian government is 
this week expected to 
announce plans to press 
ahead with the sale of 
Autos trade, the state-owned 
motorway system, having 
overcome a large bureau- 
cratic obstacle to the 
sell-off. 

For the past four mouths. 
Italy's Court of Accounts, a 
government watchdog, has 

blocked the L4.-i00bn 
($2-46bu) sale of Autostrade 
by insisting that the board 
of the newly privatised com- 
pany should only have a 
licence to run the motorway 
network for 20 years. 

However, a meeting of 
Italy's cabinet - due on Fri- 
day - is expected to over- 
rule tbe watchdog’s objec- 
tions and endorse the right 
of the privatised company to 
ran tbe network until 2038, 
a move deemed crucial by 
prospective shareholders. 

Tbe decision is expected to 
end a long battle over the 
sale, which the government 
had originally said would be 
completed last autumn. 

The sale is to be managed 
by Iri, the state holding 
company, which has pledged 
to wind down its operations 
over the next few years. 
Among the other Iri compa- 
nies for sale are divisions of 
Finmeccanica, the industrial 
and defence conglomerate. 
Alitalia, the state airline, 
and Fin mare, the merchant 
shipping line. 

Iri has been working to 
establish a core group or 
shareholders who will form 
the board of the newly pri- 
vatised Autostrade and who 
mainly come from the 
north-east of Italy. They ara 
expected to take np to 30 per 
cent of the share capital 
while the rest is sold to 
institutional and retail 
shareholders. 

However, the proposed 20- 
year limit to the licence - 
on competition grounds - 
put off prospective share- 
holders because a signifi- 
cant initial investment is 
required to improve tbe 
motorway system. 


By William Hall in Zurich 

Ares-Serono. the Swiss 
biotech company whose 
shares have nearly doubled 
over the past year, stressed 
yesterday that the death of 
Fabio BertareLIi. 73, the com- 
pany's vice-chairman and 
principal shareholder, would 
not affect its independence 
and management. 


Mr Bertarelli became man- 
aging director in 1965. Over 
30 years he transformed an 
unknown pharmaceuticals 
company with sales of less 
than $10m into one of the 
world’s leading biotech com- 
panies with sales of more 
than 8800m and a current 
stock market capitalisation 
or SFr9.3bn ($6-29bn). 

He pioneered its involve- 


ment in infertility treatment 
and led its transformation 
into a biotech company. 

Two years ago he stood 
down as chief executive and 
was replaced by Ernesto Ber- 
tarelli, 32, his Harvard- 
educated son. In spite of ini- 
tial concerns, analysts 
believe that Ernesto Bertar- 
elli has proved capable of 
stepping into his father's 


shoes. They believe Mr Ber- 
tarelli 's death will not affect 
the company’s prospects. 

Bertarelli & Cie, a partner- 
ship controlled by Fabio Ber- 
tarelli. held 66.72 per cent of 
the Ares-Serono equity, with 
Fabio Bertarelli holding 
another 16.56 per cent 

Ares-Serono said yesterday 
the structure of the share 
capital implemented during 


Fabio Bertarelli's life main- 
tained the “timelessness of 
the shareholder structure". 

It also said that Ernesto 
Bertarelli. who has been 
responsible for all operating 
activities since February 
1995. would continue as chief 
executive. 

Mr Hans Thierstein. 66. 
the former finance director, 
continues as chairman. 


January 7, 1998 

Privatisation of Shares held by the Province of Styria in 
Landes-Hypothekenbank Steiermark AG 


HYPO 


Landes-Hypothekenbank Steiermark AG, Graz (Austria), is a regionally 
focused, specialised commercial bank with eighteen branches. It Is 
operating in the Province of Styria, Austria. As of December 31, 1996, 
its balance sheet total amounted to ATS 33.5 billion, and Its regulatory 

capital amounted to ATS 1.7 billion. 

The Province of Styria, as sole owner of Landes-Hypothekenbank Steiermark 
AG (“Landes-Hypothekenbank 1 ’), intends to sell a participation of up to 49% 
of Landes-Hypothekenbank. The Province of Styria has retained Salomon 
Brothers International Limited (“Salomon Brothers") to examine the possible 
participation of third parties and to assist the Province of Styria In the 
privatisation process. Salomon Brothers will make further information available 
to qualified potential buyers in the course of the privatisation process. 

Interested parties are requested to forward a non-binding indication of their 
interest to Salomon Brothers. The non-binding indication should Include an 
expression of the serious interest of the party to acquire a participation in 
Landes-Hypothekenbank, a description of the financial resources of the 
potential buyer to accomplish such a transaction and of the interested party's 
experience in the financial sector. The non-binding indication should reach 
Salomon Brothers by January 23, 1998 at the following address: 

Salomon Brothers International Limited 
Victoria Plaza 
ill Buckingham Palace Road 
London SW1W0SB 
England 
Contact 

Mr Ulrich Paefgen. Tel: 44 171 721 1531, Fax: 44 171 721 2825 
Mr Hans-Peter Dohr, Tel: 44 171 721 3849, Fax: 44 171 721 2717 


SalomonSmith Barney 
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New Holland 
in Canadian 
seeding buy 


By Peter Marsh 

New Holland, the Italian 
company which is one of the 
world's big four tractor mak- 
ers, yesterday pushed fur- 
ther into the high-tech end 
of the agricultural equip- 
ment sector with an agree- 
ment to buy an international 
leader in air-seeding systems 
for plants. 

Air seeding is a system of 
feeding seeds into soil at pre- 
determined rates that take 
account of ground condi- 
tions, sometimes with the 
help of “ground maps" chan- 
nelled to tractors by satel- 
lites. It serves to boost yields 
of crops such as wheat 

Under yesterday's agree- 
ment, New Holland will take 
a 35 per cent stake in Flexi- 
Coil, a Canadian company 
which claims to be the world 
leader in air-seeding. New 
Holland, a subsidiary of Fiat, 
tbe Italian vehicle company, 
will take a majority share in 
the company over an unspe- 
cified period. 

In recent years, air-seeding 
has aroused the interest of 
all the big farm equipment 
suppliers - the others being 
the US companies Deere, 
Agco and Case. Two years 
ago Case bought Concord, a 
US group which is also 
active in air-seeding, while 
Deere and Agco are planning 
developments in this tech- 
nology. 

New Holland said its pur- 
chase of Flexi-CoU - for an 
undisclosed sum - would 
enable it to offer air-seeding 


techniques to farmers in 
Europe, where the technol- 
ogy is barely used. In con- 
trast. an estimated 80 per 
cent of cereal farms in Can- 
ada use the system. The fig- 
ure in the US Is about 25 per 
cent. 

Seeds for most crops 
worldwide are sown by the 
traditional method of 
dropping them on the 
ground, either by hand or by 
conventional seed-drills 
towed behind tractors. 
However, both methods are 
imprecise, injecting seeds at 
a uniform rate irrespective 
of soil fertility or the amount 
of stones. 

With air-seeding, the seeds 
are blown into holes by 
machines programmed to 
take into account local crop 
conditions, and which can 
simultaneously add herbi- 
cide and fertiliser In simi- 
larly metered amounts. 

But air-seeding is expen- 
sive. A system can cost up to 
8100.000. dwarfing the cost of 
the tractor that tows it. and 
is only economical for large 
farms. Several companies, 
including Case and Class, a 
German combine-harvester 
maker, are introducing new 
seeding systems which com- 
bine precise metering with 
maps of ground conditions 
sent by satellites to comput- 
ers housed on the tractors. 

The market for seeding 
and planting systems in tbe 
US alone is put at $500m a 
year, with air-seeding show- 
ing some of the fastest 
growth. 


Nutreco 
buys feed 
producer 

Nutreco, the Dutch animal 
and fish feed group, yester- 
day signed a letter of intent 
to buy UT-Delfia, the 
Netherlands-based com- 
pound feed producer, reports 
Reuters from Amsterdam. 

The acquisition of UT-Del- 
fia. which is expected to be 
completed In the first half of 
this year, will lift Nntreco’s 
annual turnover to more 
than FI 5bn (S2.4bn). 

The purchase would be 
Nntreco’s largest acquisition 
since it was listed on the 
Amsterdam stock exchange 
last Jane. 

No financial details of the 
deal were disclosed. UT-Del- 
fia employs 450 people and 
had produced more than 
850,000 tonnes of compound 
feed In 1997. 

Together, UT-Delfia and 
Hendrix' voeders, the 
Nutreco subsidiary, will 
have a 13 per cent share of 
the Dutch private compound 
feed market. Nutreco said 
that the planned acquisition 
of UT-Delfia fitted its 
growth strategy. 

“Markets in western 
Europe are currently going 

through a phase of restruct- 
uring and consolidation, and 
Nutreco plans to play a 
major part in this.“ said 
Henk Bakker, Nutreco chief 
executive. 

Nutreco expects the deal 
with UT-Delfia to produce 
advantages in research and 
development, tbe purchas- 
ing of raw materials, com- 
pound feed production, and 
logistics and marketing. 

The shares closed yester- 
day in Amsterdam at 
FI 49.10, up FI 0.60. 


EUROPEAN NEWS DIGEST 

Remy Cointreau 
stays in the fold 

Danrixxiqpe H&tod Dubreuil has taken over as Rftmy 
Cointreau chairman in an apparent sign of the family's, 
detennmatian to keep a tight grip on the French wine and 
spirits group. Ms Eteriard Dubreafl succeeds her father, 
Andrt, who is stepping down at tbe age of 80 after more 
than 30 years at the helm. 

The move comes at a time when the company’s share 
price has been buoyed by bid speculation. This reached a 
peak in the wake of last month's sale by Pernod fticard, 

mother FrpnCih rirhitea group, of the Orgng tna b rand fa 

Coca-Cola of the US for FFr5tm ($822m). Some analysts 
speculated that Remy, which » 55J2 per coot controlled by 
the H£riard Dubreufl family, was the most likely, target 
to a Wd by its rival, should it decide to go on the acquisi- 
tion trail. 

Ms H&iard Dubreufl. who was last year appointed a 
iron-executive director of H ighland Distilleries, has dis- 
missed such rumours as speculation and said that no dis- 
cussions were in p ro g res s . The market appears to be tak- 
ing this message on board: Remy Cointreau shares 
yesterday closed down FFKL0O. or &3 per cent, at FFr105. 
after aFFrtJX) fell on Monday. Demid Owen, Paris 

■ JAPANESE EXCHANGES 

Commerzbank looks to buy seats 

Commerzbank intends to increase its securities trading 
presence in Japan by purchasing seats on the Tokyo and 
Osaka stock exchanges for a combined sum of about 
YSOQm (85.98m)- The move, still to be approved by the Jap- 1 
anese finance ministry, marks a further step in the Ger- 
man bank's aim of building up its global investment 
banking activities. 

The deal was made possible by the merger of US invest- 
ment bouses Smith Barney and Salomon Brothers to farin 
Salomon Smith Barney under the ownership of Travelers 
Group. Commeiz Securities (Japan) is to buy the seats 
held by Smith Barney, since Salomon Is already repre- 
sented on the Japanese market. 

Tbe price to be paid by Commerzbank is low in view of 
the further recent collapse of Japanese share prices. Last 
year, a seat on the Tokyo exchange alone cost about 
Ylbn. 

This Is the second Japanese move by Commerzbank to 
emerge this week. On Monday, it said it would start sell- 
ing mutual funds to Japanese private investors after 
receiving a licence from tbe finance ministry. 

Andrew Fisher. Frankfurt 

■ GERMANY 

Thyssen chief remains free . 

A warrant for the arrest of Dieter Vogel, chief executive 
of the German industrial group Thyssen, was dropped 
yesterday after a Berlin court ruled there was no danger 
of flight from justice. The charges issued in December . 
against Mr Vogel in connection with the alleged mishan- 
dling of funds in eastern Germany are not affected by the 
dropping of the arrest warrant. 

The investigation by the Berlin prosecutors office into 
Thyssen has been an unwelcome backdrop for the com- 
pany as it negotiates its way towards a proposed merger 
with Krupp Hoesch. In particular, tbe charges against Mr 
Vogel are seen to have damaged his chances of heading 
the joint company if the merger goes ahead. The arrest 
warrant was originally issued in August 1996, but Mr 
Vogel was able to remain free after payment of DM2£m 
(Si .4m) bail money. Frederick Stddcmartn, Berlin 

■ ADVERTISING 

Publicis sees double-digit growth 

Shares of Publicis, the French advertising group, jumped 
more than 7 per cent yesterday after Maurice L£vy, chair- 
man. said he expected double-digit growth in sales and 
profits in 1998. 

The shares climbed FFr35 to FFr517 on the Paris stock 
market, compared with a decline of more than 1 per cent 
in the benchmark CAC 40 index. 

Mr Levy indicated the French group had not yet 
decided what to do with its holding in True North, the 
Chicago-based advertising agency, which plans to merge 
with BozelL Jacobs, Kenyon & Eckhardt, another US 
agency. As a result of the merger, Publicis's stake in True 
North will be diluted to about 10 per cent 
Last year, Publicis attempted to make a bid for True 
North, in which it held an 18 per cent interest, in an effort 
to derail the Bozell deal. David Owen 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
mterriationaLcornpamestqifLcam 


1 flMMMF „. 

SOC1ETA FBMNZ1ARIA MARTTITMA pA RNMARE (Grappo IRI) 

Sads n Genova 16121 - Plaza Dank. 7 
Caprtata 5oc«e L 291.432300000 iri vwj. - Trti d Genova n 428*4 

finmare. Sodeid F ma n ziaria Mariffima pa. ('Rnmare'), in 
compliance with tire relevant derisions of tire Italian 
Government and after compiefion of the auffwisation 
procedure in accordance mtfi tefian laws and regutete 
has init&ed the sale procedure of the entire owned stae 

capital (100%) of the foflwwng companies (The Companies') 

aefive to tire container finers business: 

RaSa efi Navigazione KpA: 
share capftaJL 23,469 miflion; headquartered in Genova; 

LJqyri Tries&no di Navfgazfone &pA: 
share capiiaL 55.000 mffion; headquartered in Trieste. 

Participants are reminded that the aapsition of the 
Companies implies the acquisition of the respective 
participations to tire subsidiaries and efflfeted companies, 
among which: Interiog&ica S.pA (Milan); Ha tin* SxL 
(Trieste}; SAEMAR., SA (Barcelona); Italian General 
Shipping Ltd (London); ltd mar Agenda Maritima e 
Comeraal Uda (Santos); Lloyd Trtestino Singapore Pte Ltd 
(Singapore); LJoyd Triestino Pacific Ltd (Hong Kong), 
in order to sofeat purchase offers for tire aforementioned 
Companies, on December 30th, 1997, an announcement 
was piifehed on Itafian and intern^ionai press. Interested 
parties should make reference to such armouncement for 
details on the procedure that they must comply with to order 
to express their interest. 

The deadline for expressions of interest was set out in the 
above mentioned announcement for January 15th, 1998. 
For the pwpose erf this transaction finmare to advised by 
Citibank, N A, to whom interested parties should cSrect any 
request tor clarification. inquiries should therefore be 
directed to; 


CITlBANKGr 

Faro Buonaparte, 16 - 20121 Mare 
W: $488,474,545 - Fate 39-2-86474482 
L»»PiffWii,ltara^Dlracta.Rom^ 
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The Japanese operator is 
challenging NTT in the country’s 
local telephony market 


J apan’s telecoms indus- 
try is tracing itself for a 
year of intensified com- 
petition and consolidation as 
deregulation and market 
forces open the gates to pre- 
viously protected markets. 

From today, the Japanese 
Industry gets a taste of what 
it is Eke to . have choice in 
the local market as TTNet 
introduces the first alterna- 
tive local service to NTT, the 
former public utility. 

TTNefs service is hailed 
as the cheapest in the coun- 
try.with local rates of Y9 for 
three minutes, compared 
with YT 0 for NTT's long-es- 
tablished service. 

In an attempt to win sub- 
scribers, -TTNet. which is 
affiliated with Tokyo Elec- 
tric Power and based in east- 
ern Japan, is also - offering 
lower long-distance rates 
than those of NTT and other 
long-distance operators. 

The company is aiming to 


sign up 1 m subscriber lines 
and take 5 per cent of the 
Kanto market in eastern 
Japan, centring on Tokyo, 
by the end of March. TTNet 
believes it can raise that to 
4m subscriber lines, or 20 
per cent of the market, in 
four to five years. 

The discount of Yl for 
three minutes may not 
entice users to switch alle- 
giance from NTT in droves - 
NTT is one of Japan’s best- 
known companies and has 
long held a virtual monopoly 
of t he local market - but 
TTNefs all-out attack on the 
local market is likely to 
shake the industry. 

The Kanto area where 
TTNet is offering its services 
is the most profitable 
regional market in Japan 
and is estimated to provide 
NTT with about two-thirds 
ofits profits. 

While NTT refrained from 
cutting its local rate - its 



Busy lines: callers such as these at a Tokyo railway station will now have a choice of domestic operator 


A OeBani 


charge of YIO for three min- 
utes has been unchanged for 
20 years - it has countered 
TTNefs offensive with an 
offer to expand the local rate 
area, cutting the price of 
some calls by half. 

Other new entrants are 
joining the domestic battle- 
ground. Following a govern- 
ment decision to lift barriers 
separating international, 
long-distance and local 
operations, KDD, which was 
restricted to the interna- 
tional market, has been 
building up a domestic pres- 
ence in an effort to survive 
greater international compe- 
tition. One defensive step is 
its agreement to merge with 
Teleway Japan, a domestic 
long-distance operator affili- 


ated with Toyota Motor. 

Cable TV companies, 
which bad previously also 
faced restrictions on 
operations, are building up 
their telecoms services and 
could attain a penetration of 
20 per cent by about 2006, 
according to estimates by 
Morgan Stanley Dean Witter. 

I n particular, new access 
rules to lower the cost 
on operators using 
NTT’s lines, are likely to 
encourage new entrants into 
the local market, said Hiron- 
obu Sawake, industry ana- 
lyst at Nikko Research 
in Tokyo. Furthermore, the 
Ministry of Posts and Tele- 
communications is bringing 
forward plans to ease rules 


on tariff changes. 

Meanwhile, on the interna- 
tional front, the liberalisa- 
tion of international resale, 
which allows operators 
which do not own their own 
network to connect to the 
public network, is expected 
to entice foreign operators 
into the Japanese market. 

Deregulation of foreign 
ownership, liberalisation of 
internet telephony and the 
growing globalisation of the 
telecoms industry are also 
propelling foreign telecoms 
operators to build up their 
presence in Japan. 

But for Japan's telecoms 
operators, a change in the 
rules allowing NTT to offer 
local, long-distance and 
international business is per- 


haps the greatest threat. 
Since each company has so 
far been restricted to one of 
the three markets, an 
unprecedented round of 
match-making is taking 
place as operators scramble 
to find suitable partners. 

The process is expected to 
continue, even after last 
autumn ’5 merger of Japan 
Telecom, a long-distance 
operator, and International 
Telecoms Japan, and the 
agreement between KDD and 
Teleway to merge. Neither 
deal has yet created a com- 
pany able to compete effec- 
tively with NTT. 


Mlchiyo 

Nakamoto 
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A’ ccording to Robert 
/\ Chua, whose Hong 
1 V Kong-based “faxnily 


tains free 

viewing” station faces clo- 
sure after mainland parties 
reneged on investment com- 
mitments, a four-year-old 
girl in -Inner - Mongolia 

sis-r ^ ■ 

offered trim her life savings 

- T-V -“V; 

- all of US$4 - to save her 

• r ■■■_ , . 

favourite TV shows. 


It was a sWeet gesture, but 
a futile one. If more plausi- 
ble white knightis do not 
come forward, Mr Chua will 

L. 
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Ventures with Chinese partners unravel 
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dream go the way of many 
others before tern: nowhere.. 

“Some' China : investments' 
have been a tale of woe for 
many -years. -Investing in 
China* ^oir- entering ■ into 
azrangeattfente'wvith. China 
. entities ‘carr be: hazardous;: 
and even for people with 
impeccable: backgrounds,” 
says Stephen Clarke, manag- 
ing director of Anglo-Chi- 
nese Corporate Finance. 

Those hazards are being 
thrown into relief now by 
Hong Kong’s faltering prop- 
erty and stock markets and 
a harshening of credit condi- 
tions in China. - 

For joint-.- ventures, the 
shelf-lift - reckoned at a 
decade by 'consultants 
McKinsey - is moving 
towards" expiry,', and an 
increasing number are being 
wound up, often with disillu- 
sionment on both sides.. 



Chinese go in search of entertainment 


defaulted on a HK$1.12bn, 
(US$145m) payment for office 
space. Other cases are the 
subject of ongoing dispute, 
including the sale of space in 
a smart downtown shop-and- 
office block. 9 Queen’s Road 
Central. 

Mr Clark describes these 
deals as essentially options - 
extended payment dates and 
apparently high prices that 
are rarely paid unless the 


China. Entertainment Tele- - market catches up. The 



vision Broadcast, Mr Ghoa’s 
station, has become the lat- 
est transaction to unravel. 
His US$343m deal with five 
mainland entities was r sup- 
posed to have .created “a liv- 
ing ex ample of. 1 one -country L 
two systems' applied within 
the TV industry”. 

But' the investments never 
materialised. A similar . sce- 
nario was played out weeks, 
before. . Pearl Oriental, a 
small, ambitious property 
company, said ii'.would sue a 
mainland company, which 


CETV deal is a case in point 
less than one-third of the 
payment, or US$ll-8m. was 
in cash and the balance was 
. deferred for five years at no 
interest For this, the inves- 
jtors rareiv ed 80 per cent of 
all shares , and control of a 
debt-free CETV. 

' “We had a very hot mar- 
ket and now it's gone cold,” 
. he says. TEvery company 
wanted to.have redchip part- 
ners, to sell shares to a 
mainlan d entity, -and a lot of 
' those people placed shares 


with just anybody." 

He cites the recent pur- 
chase by Cosco Pacific, an 
arm of China's national ship- 
ping line, of shares in Liu 
Chong Hing Bank. The bank 
got its Chinese partners at a 
price - the slowdown in the 
market gave Cosco all the 
bargaining chips and the 
price was whittled down - 
but Mr Clark questions the 
value the shipping giant can 
bring to the table. 

Failing values is only part 
of the equation. China enti- 
ties are finding themselves 
unable to meet commit- 
ments, and the mainland 
cash crunch is behind a lot 
of flopped transactions, says 
Jonathan Woetzel, a princi- 
pal with McKinsey & Co in 
Shanghai. 

“Talk to any Chinese 
banker and they still have 
very, very cautious lending 
policies, partly because 25 
per cent of their portfolios 
are typically non-perform- 


ing. That’s put the brakes 
on," he says. “Enterprises 
are not getting the free and 
easy access to funds that 
they had In the past, and 
that's going to continue in 
the future.” 

The reduced access to cash 
is, according to Bob Broad- 
foot, managing director of 
the Hong Kong-based Politi- 
cal and Economic Risk Con- 
sultancy, “a really profound 
change in China” and means 
companies coming to Hong 
Kong are going to face diffi- 
culties in their business 
transactions. 

Joint ventures, once 
touted as the means to 
untold riches, are also floun- 
dering. Foreign partners 
have become disenchanted: 
the promised market access 
- to sell, for example, tubes 
of toothpaste to 1.2bn con- 
sumers - never materialised, 
largely because distribution 
and marketing were never 
part of the deal. 


China is not expected to be 
any exception to that rule. 
“One partner acquires the 
other. The balance of power 
shifts so dramatically over 
time that it no longer makes 
sense for the minority part- 
ner to be engaged,” it says. 

However, western partners 
share the blame when joint 
ventures unravel: by either 
bringing the wrong product 
to market, committing insuf- 
ficient funds or signing up 
with inappropriate partners. 

Wholly foreign -owned ven- 
tures as a proportion of all 
direct foreign investment in 
China Is rising: 30 per cent 
of new investments in 
Shanghai in 1996 were 
wholly owned and Mr 
Woetzel expects the level 


to continue to increase. 

“The rationale that you 
have to do a joint venture 
(even when it is not a legal 
requirement) to get into the 
market is weakening.” he 
says. 

Meantime, the fallout of 
cross-border partners in the 
newly anointed Hong Kong 
Special Administrative 
Region of China is set to con- 
tinue as property and stock 
markets continue to slump. 

“Immediately the market 
cracks the corporate finance 
commercial lawyers don't 
get much business and the 
phones of their colleagues in 
litigation don't stop ring- 
ing," says Mr Clark. 

Louise Lucas 


ASIA-PACIFIC NEWS DIGEST 


Samsung to cut 
production abroad 

Samsung, the South Korean conglomerate, said it would 
cut its overseas production by up to 40 per cent this year 
because of pressure to downsize its operations and reduce 
heavy borrowing. It and other South Korean conglomer- 
ates have been blamed by the government for the exces- 
sive borrowing for expansion that fuelled the current 
financial crisis. 

"Our overseas operations cannot be exempt from the 
pain of downsizing efforts as we face a deep recession 
here and throughout Asia.” the company said, without 
specifying regional production cuts. The group ruled out 
any Layoffs of its 48,000 employees in 15 countries. “It is 
our principle that there should be neither layoffs nor radi- 
cal change in our total production. We wifi be able to 
solve problems through job readjustment and other meth- 
ods. We will try to increase exports from domestic plants. 
Our exports target this year was set at $28bn. up 30 per 
cent from last year's." 

Samsung's overseas production cuts are its first con- 
crete step towards downsizing, although it falls short of 
widespread calls to shed marginal units, improve finan- 
cial transparency and reduce cross-loan guarantees, ana- 
lysts said. The group acknowledges the need to reduce 
cross-loan guarantees but favours gradual steps because 
of the complex financial relationships among its subsid- 
iaries. 

In spite of the group’s plans to downsize overseas. Sam- 
sung Electronics, the cbipmaker, said it pl anne d to invest 
another $l00m in upgrading its manufacturing operations 
in Malaysia over the next five years. Kim Jong Ki, presi- 
dent and manag ing director of Samsung Electronics Mal- 
aysia. said the company's strategy was to consolidate 
weaker operations and focus on areas of high-growth 
potential such as Malaysia. 

Samsung was optimistic about achieving its forecast 5 
per cent growth in its Malaysian operations next year, he 
added. AFX-.Asia, Seoul 

m INDIA 


Grasim seeks higher loans 

Grasim Industries, the Indian conglomerate, said it would 
hold an extraordinary general meeting on January 31 to 
seek shareholder approval for increasing the company's 
ability to raise loans against assets by an additional 
Rs5bn ($i27m). The company said this would be in addi- 
tion to shareholder approval, given on July 12. for loans 
raised against assets to a maximum of Rs3.5bn. The com- 
pany said it had already raised loans worth Rs2^5hn. 

Grasim is in talks to raise another Rs2bn through the 
issue of secured non-convertible debentures by a private 
placement. AFX-Asta. Bombay 

M CARMAKING 


Kia lifts sales target 

Kia. the South Korean carmaker, said it had targeted 1998 
sales of Wonl6.800bn f$9.5bn). up 23 per cent from its 1997 
target. It aimed for exports for 1998 of Won4.600bn, up 58.6 
per cent from the 1997 estimate. The group said it would 
concentrate on strengthening sales abroad. It would also 
speed up its self-rescue programme, lift profitability and 
improve relations between management and the union. 

Kia’s 1998 business plan will be revealed later, he said. 

AFX-Asia. Seoul 
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ince the first wave of 
joint ventures in the 
mid 1980s there has 
been a cooling off period. 
The younger generation, 
which began to mushroom 
from around 1991. now have 
five years or more experi- 
ence under their belts. “The 
bloom is off the rose and 
they know who the other 
person is." says Mr Woetzel 
A wave of Sino-westem 
joint ventures have dosed 
their doors, including Peug- 
eot, the French carmaker, in 
Guangdong and Caterpillar. 
Hong Kong companies have 
also been making their exits: 
in October Hutchison Wham- 
poa, the conglomerate con- 
trolled by Li Ka-shing. sold 
out of its mainland toiletries 
joint venture with Procter & 
Gamble. 

McKinsey research world- 
wide shows around 80 per 
cent of all joint ventures col- 
lapse within 10 years, and 
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To Advertise in 
the Business 
Opportunities 
Section 


Please call Marlon Wedderbum 
4 on +44 0171 873 4874 
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U.S. 5200^00,000 

Bank of China 

(EstabBstteduncterihe laws at the People's Republic of Chine l 

Floating Rate Notes 1998 

In accordance with the provisions of the Notes, notice Is 
hereby given that tor the Interest Period from January 7, 1998 
to July 7, 1988 the Notes w3I cany an Interest Rate of 
6.5% per annum. The interest payable or the relevant interest 
payment date, July 7, 1 998 w ffl be U.S. $32.68 per 
U.S. $1,000 Note. U.S. S326.81 per U.S. $10h00 Note, 
U5. $3^68B6 per U.S. SI 00,000 Note and U.S. 58,170.14 per 
U.S. $250,000 Note. 


By: The Chase M an h a tt an Bank 
London, Agent Bank 

January 7, 1998 


.CHASE 


OSD 26 600 OSO 006 

EURO MEDIU M TERM NOTE PROGRAMME 
. ’ OF SOCIETE GENERALS, 

SGA S OCIEr E GENBtALE ACCE PTANCE N.V. 

AND SOCIETE GENERALE AUSTRALIA LIMITED 

SERIES 16&V5-LTK1 

SGA SOCIETE GENERALE ACCEPTANCE N.V. 

FRF 1 S80 060 000 FLOATING RATE NOTES DUE 139% 
6 K CODE : XS6655165853 

For The period October 15. 1997 a Jason 15. 1998 
the sew me has been fixed a 5.125 % PA 
Next payment cfete : January 15, 1998 
GnpoDDr: 12 
Anxjnm. • 

FRF 1 309.72 fe denammiian of FRF 100 000 
ERF 13 097^2 for the dcuomnaiion of FRF I 000 000 

THE PRINCIPAL PAYING AGENT 
pnCTFrrF. GENERALE BANE &T8USTSjL- LUXEMBOURG 


All of these EadEbes having been sold, this announcement appears as a mailer t/ record only 
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SANLUIS 


RASSINI 


Rassini Frenos, S.A. de C.V 

and 

Brerabo- Rassini, S.A. de C.V. 

(joint ventures of SANLUiS Rassini Autopartes, S A de C.V. and Brembo S.p. A.) 

US $80,000,000 

Term Export Amortizing Loan 
Arranger and Syndication Agent 

Merrill Lynch & Co. 

. . Administrative and Support Agent 

The Bank of Nova Scotia 


Banco National de Mexico 


Co-Agents 

Banco Inveriat, SA 


Comerica Bank 


Bancomer, SA : 

The First National Bank of Chicago 


Lenders 

Bank of Montreal 


Banque Paribas 
Banque Nationale de Paris 


The undersigned arranged, structured and syndicated the above facilities. 


Merrill Lynch & Co. 


August 1997 
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COMPANIES AND FINANCE: THE AMERICAS 


Unisys to discontinue PC manufacturing 


AMERICAS NEWS DIGEST 


By Nicholas Denton 
in San Francisco 


Unisys, in its latest shift from 
making computers to servicing 
them, said yesterday it was discon- 
tinuing the manufacture and 
assembly of personal computers. 

The group will put its badge on 
other manufacturers' machines. 

Unisys also said it expected 
recurring net income for the year 
just ended to rise more than 300 
per cent from the 1996 figure, 
equivalent to earnings of 43-4o 
cents a share. 


However, the company said it 
would take a charge of about 
Sl.lbn ag ains t fourth -quarter 1907 
net income related to the reorgani- 
sation. a write-off of goodwill and 
its programme to reduce debt 
The earnings per share estimates 
were no more than the company's 
earlier indications. However the 
market welcomed the restructuring 
announcement and marked Uni- 
sys’s shares S H higher, or about 5 
per cent, at S14 J « in early trading 
on Wall Street 

The shares have jumped 150 per 
cent from last year's low when Uni- 


sys appeared unable to keep up 
with younger competitors. 

Unisys' move away from making 
PCs is the result of an initiative by 
Lawrence Weinbach, chairman and 
chief executive of the company 
since September. 

Mr Weinbach. formerly chief 
executive of Andersen Worldwide, 
the accountancy and consultancy 
practice, was appointed in part 
because of his understanding of the 
professional services market which 
Unisys is increasingly trying to 
address. 

"While we are committed to pro- 


viding a full range of technology 
systems and solutions to meet cus- 
tomer needs, we were not generat- 
ing the volume needed to compete 
effectively and profitably in the PC 
business." Mr Weinbach said yes- 
terday. 

Mr Weinbach said Unisys was in 
discussions with a “major global 
technology partner” which would 
supply PCs and low-end machines 
for use by enterprises under the 
Unisys label - 

Some of the increase in Unisys’s 
stock price is dne to speculation 
that the company is an ideal acqui- 


sition target for Compaq, one of the 
leading PC manufacturers 

Unisys is complementary in that* 
while it is reducing its manufiafinr- 
ing operations and lags behind 
computer service firms such as 
Electronic Data Systems in the US, 
It has one of the largest interna- 
tional sendee networks. 

However. Unisys refused to 
discuss the identity of its 
prospective partner. The 
manufacturer is cot thought to be 
Compaq, in spite oof the 
speculation about a possible bid by 
the company for Unisys. 


Monsanto signs 
Flamel alliance 


BMW to build sports utility vehicle 


By Haig Simonian in Detroit 


BMW. the German executive 
cars group, will spend about 
$200m to expand its US plant 
in South Carolina to build a 
new vehicle. 

The company said produc- 
tion of the new car. called a 
"sports activity vehicle”, 
would raise annual output at 
its Spartanburg factory to 
almost 100.000 vehicles. 

The decision to build the 
car has been rumoured for 
months and marks a change 
of strategy Tor BMW. 

The company, which has 
hitherto kept out of the 
booming sports utility mar- 
ket, had argued it was ade- 
quately represented in the 
sector through its UK Land 
Rover subsidiary. 

However, the remorseless 
rise in demand in the U5 for 
“light trucks” - they 
account for about half pas- 
senger car sales - has 
prompted a change of heart. 

BMW may also have been 
influenced by the roaring 
success of Mercedes-Benz's 


US -built M Class vehicle, 
which went on sale in Sep- 
tember. 

Mercedes-Benz recently 
said it would raise M Class 
production from 60,000 to 
about 80.000 units a year to 
meet booming demand. 

Henrich Heitmann, chair- 
man of BMW's US subsid- 
iary. declined to give details 
about the new vehicle, 
which could reach the mar- 
ket in 1999. 

However, it is believed to 
be a cross between the com- 
pany's existing sporty estate 
cars and Land Rover's more 
rugged all-terrain vehicles. 

The new car should lift 
BMW's US sales after what 
is likely to be a sticky 12 
months this year. The com- 
pany. which raised US sales 
16 per cent to more than 
122,000 units in 1997, will be 
hit this year by the model 
change of its top-selling 3 
Series range. 

The additional investment 
at Spartanburg will reinforce 
BMW’s position as the lead- 
ing European car company 



Zenith 

appoints 

rescue 

specialist 


Monsanto, the large US agriprodnets, biotechnology and- 
pharmaceuticals group, said yesterday that it had negerti- 
ated a new research alliance with the French-based Fla- ■' 
mei Technologies group, specialists in the development of : 
advanced polymer technologies. The agreement is central 
on the development of an enhanced version of Monsanto's 
popular “Round-up'’ herbicide. 

The US company said that Flamel would apply some of 
its own proprietary polymer-based, technology to Mon: 
santo products in the hope of increasing, on a cellular 
level, the ability to “maximise agrochemical efficiency". 

In return. Flame] will receive R&D payments and poten- 
tial “milest Due" payments! ' • 

The US company, which spun off its chemicals business 
in the latter half of 1997 to concentrate of the “life sci- 
ences” interests, has announced a series of collaborative 
alliances recently, partly aimed at enhancing its genomics 
and agribusiness capabilities. Nikki Tail, Chicago 


SOFTWARE 


Omega hit by slow demand 


By Nikki Tait in Chicago 


Sporting hero: Mercedes-Benz's Juergen Hubbert picked up ‘truck of the year 1 for the 
ML320 at the North American International Auto Show in Detroit on Monday A.=.Cjrtos Ouno 


manufacturing in the US. 
The company spent $600m 
on the greenfield Spartan- 
burg facility, followed by 


S200m to expand production 
of its Z3 roadster range. 

Further plans for the 
1. 000-acre site include a 


delivery and driver training 
centre, as well as a “BMW 
academy” for staff and 
dealer tr aining . 


CGD to buy control of 
Brazilian private bank 


By Jonathan Wheatley 
in Sao Paulo and 
Peter Wise in Lisbon 


Government-owned Caixa 
Geral de Depositos (CGD), 
Portugal's biggest bank, has 
agreed to buy control of 
Grupo Financeiro Bandeir- 
antes, the Brazilian financial 
group that owns the coun- 
try's ninth biggest private 
sector bank. 

No value was given for the 
deal, which remains subject 
to due diligence, although 
analysts put it at about 
R$300m (USS270m>. 

If the purchase is approved 
by the countries’ central 
banks, CGD will buy 25 per 
cent of Bandeirantes's voting 
stock immediately and a fur- 
ther 54.27 per cent by March 
31. 

The deal is the latest Bra- 
zilian acquisition by Iberian 


financial groups which are 
beginning to view Latin 
America as their best alter- 
native source of earnings as 
their home market grows 
overcrowded. 

Last year. Banco Esplrito 
Santo of Portugal bought 
control of Banco Boavista: 
Banco Santander of Spain 
bought control of Banco 
Geral do Comercio and 
Banco Noroeste; BBV. the 
Spanish banking group, is 
understood to be seeking a 
Brazilian acquisition. 

CGD said the purchase 
was aimed at overcoming 
limits on the expansion of 
Banco Financial Portugues. 
its other Brazilian banking 
asset, which bad been seek- 
ing a universal banking 
licence since 1996. CGD also 
owns 8 per cent of Banco 
ItaiX Brazil's second biggest 
private bank. 


However, analysts In Bra- 
zil questioned the logic of 
the acquisition. 

"On its own, Bandeirantes 
won’t give CGD the scale it 
needs to make money in Bra- 
zil." said Pedro Guimaraes of 
Bozano Simonsen. a Rio de 
Janeiro investment bank. 
"They will need to buy 
more.” 

Brazil's banking industry 
has undergone substantial 
restructuring over the past 
three years as it adjusts to 
the low inflation brought 
about by economic reforms | 
since 1994. 

It is dividing into two 
groups: big retail banks with 
national coverage, and 
smaller specialist banks. 

Mr Guimaraes said CGD 
would be a natural candidate 
to bid for Banespa, the Sao 
Paulo state bank to be priva- 
tised this year. 


Japan internet 
group secures 
telephony deal 


By Alan Cane 


TELEFONICA DE ESPAflA, S.A. 


Pncm «¥ rfmrtaw ijoiiinj tar OK 
pupa** d m awcntaqi mob? ana 
UKMnwf annQonwu 
in Entfand mwS Wdn 


The Board of Directors ofTefefOnica de Esparia,&A.atits 
meeting held on December 17" , 1997, adopted the 
following resolution: 


To distribute an interim dividend for the fiscal year 1 997 
to Telefonica shares that will be the following amount for 
each of the shares indicated below: 


(SIN Code 


Gross amount Net amount 


ESDI 78430015 


I al 939.470820 


40.00 3000 


This payment will be carried out from January 19*, 1998 
onwards through the following entities: Banco Bilbao 
Vizcaya, SA, Banco Exterior de Espana, SLA. and Caja de 
Ahorras y Fensiones de Barcelona “La Caixa". In order to . 
receive this payment the corresponding Certificate of 
Ownership, issued by the Clearing and Settlement Sendee 
(B Servitio de Compensation y Liquidation de Valores, 
SA.) must be presented. 


Madrid, december 18*. 1997 
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Nifty Corporation, a Fujitsu 
subsidiary which is Japan's 
largest online information 
and internet service pro- 
vider, is to offer its 2.5m cus- 
tomers international tele- 
phone services through a 
ground-breaking deal with 
RSL Communications, a fast- 
growing US telecommunica- 
tions group. 

It is thought to be the first 
time an internet service pro- 
vider has broken into the 
international telephone mar- 
ket through such an alli- 
ance. 

“It took eight months to 
negotiate this agreement.” 
said Itzhak Fisher, RSL Com 
chief executive. “We believe 
our agreement with Nifty 
points the way to the future 
as internet service providers 
increasingly offer telephone 
services to their customers." 

The deal illustrates the 
importance of small compa- 
nies with the right technol- 
ogy to larger organisations 
seeking market share in the 
rapidly changing world tele- 
coms market. 

RSL is paying nothing for 
the agreement but will be 
paid a commission on tele- 
coms traffic delivered by 
Nifty. 


Mr Fisher thought the new 
services would prove attrac- 
tive to about 10 per cent of 
Nifty's customers - some 

250.000 subscribers - in the 
first few years. RSL is close 
to concluding similar deals 
with service providers in 
“three or four” other coun- 
tries, he said. 

Nifty’s customers will be 
able to make international 
calls over the internet using 
phone-to-phone or personal 
computer to phone using 
technology available from 
RSL Corn’s 95 per cent 
owned subsidiary Delta 
Three. Internet telephone 
calls bypass the conven- 
tional tariff structures of the 
leading telecoms operators, 
making international calls 
anywhere in the world possi- 
ble for the price of a local i 
call 

RSL Com. founded four 
years ago by Mr Fisher and 
Ronald Lauder, bas about 

1.000 employees and is expec- 
ted to generate turnover of 
about $3G0m this year. 

Nifty Serve, jointly owned 
by Fujitsu and by Nissho 
Iwai Corporation, provides 
online services including 
communications, news and 
information and online shop- 
ping. It is the second largest 
online service in the world. 


! Zenith Electronics, the 
Illinois-based consumer elec- 
tronics group and the last 
remaining domestic colour 
television maker in the CS, 
yesterday called is a New 
York-based consulting firm 
which specialises in corpo- 
rate rescues. 

The company said ft was 
appointing Jay Alix & Asso- 
ciates to “advise the com- 
pany in its turnaround 
efforts”. 

Robert Dangremond. a 
principal in the Arm, 
becomes Zenith’s acting 
chief financial officer, repla- 
cing Roger Cregg who has 
“resigned to take a position 
with another company”. 

In recent weeks, the eco- 
nomic crisis in Asia has cast 
a shadow over prospects at 
Zenith. The company is 
heavily involved in poten- 
tial growth areas such as 
high definition TV, but has 
made after-tax losses 
throughout the 1990s. 

It thought it had found a 
saviour in Seoul-based LG 
Electronics - formerly 
| known as Goldstar - three 
I years ago, when the Korean 
group bought a controlling 
stake in the US business. 

Bat as economic difficul- 
ties have mounted in South 
Korea, there has been uncer- 
tainty over the degree of 
credit support which LG 
would be able to offer 
Zenith. Last month. Stan- 
dard & Poor's, the US rating 
agency, cut its corporate 
credit rating on Zenith to 
single-B from single-B-plus. 

S&P said its move 
reflected a view that, while 
LG was still supportive of 
Zenith, its ability to help the 
US company was “reduced 
due to the deteriorating sit- 
uation in Korea". S&P noted 
Zenith had “weak” cash 
flow, and that it had made 
operating losses of more 
than SlOOm in the first nine 
months of 1997. 

LG did back a new S60m 
credit facility for Zenith in 
November, and guaranteed a 
farther S20m, one-year 
credit agreement with 
France's Society General e. 

Zenith said too much 
should not be read into the 
appointment of an adviser. 

It said calling in the New 
York firm represented an 
effort to accelerate turn- 
ronnd efforts. 

Its shares took heart, 
gaining SA - or almost 3 per 
cent - to S6Vi. This, how- 
ever, is less than half their I 
1997 peak level. I 


Omega Research, which provides investment software for 
the Windows system, said fourth-quarter net income and 
revenues would foil short of estimates because of lower- 
than-espected demand. Omega said it expected fourth- 
quarter earnings per share of between 2 cents and 4 cents: 
It did not put a number on revenue and net income fig- . 
ures. The First Call consensus estimate for the company's 
fourth-quarter earnings was 7 cents per share. 

Omega blamed delays in customer decision-making for 
the slower demand. It said customers had put off buying 
software because they were expecting new product 
releases during the first half of 1998. The company also 
said it had lost sales because of December's curtailed bust 1 
ness days. 

Ralph Cruz, co-chairman and co-chief executive officer, 
said: "Even if current demand patterns continue to ’ 
Impact us during the first quarter of 1998, we expect that 
the major upgrade releases scheduled for the second quar- 
ter will continue to expand our revenues, income and 
overall growth rate.” The company was “optimistic about 
1998”. Reuters, Miami 


■ VENEZUELA 

Al uminium sale to exceed $3.2bn 


Venezuela’s soon-to-be-privatised al uminium companies 
are worth more than £2.3bn. the price obtained for its 
steel company Sidor, according to the government. “The 
value will be higher than the $L3bn we got for the steel 
company because these companies are bigger and have 
higher cash flow.” Alberto Poletto, president of the Ven- 
ezuelan Investment Fund (FIV) charged with leading the 
sell-off. told a local radio station. He declined to be more 
specific. 

The al uminium conglomerate combines the Alcasa and 
Venal urn smelters, carbon anode producer Carbonorca 
and the bauxite producer BauxUum. all subsidiaries of the 
Corporarion Venezolana de Guay ana (CVG). 

No auction date or base price has been set for the sale, 
but Rafael Caldera. Venezuela's president, said last week 
that he wanted to see the sale concluded before presiden- 
tial elections in December. Reuters, Caracas 


■ COMPUTERS 

Compaq broadens Presario range 


Compaq Computer, the US group, has introduced a new 
range of personal computers for the home, school and 
small business markets, broadening its Presario brand. 
The announcement came a day after Hewlett Packard 
entered the low-cost personal computer market with a - 
S799 PC that matched in price Compaq's least expensive 
offering. 

Compaq left unchanged the price tag on its $799 model, 

| but announced several enhancements, including a 200 
megahertz K6 processor from Advanced Micro Devices 
and an expandable chassis. 

Compaq said the price for a complete system would be 
$999, including a 14-inch colour monitor. Its new Presario 
home PC line-up will employ processors from Intel, AMD 
and National Semiconductor's Cyrix unit 

HP is building its new model around an Intel processor, 
making it the first PC company to offer an Intel-based sys- 
tem at such a low price. Reuters, Houston 


MEXICO 


TV Azteca in joint venture talks 


TV Azteca. the Mexican television network, said it was 
negotiating a joint venture with Guillermo and Jose 
Antonio Canedo White, former executives and big share- 
holders in Grupo Televisa, its main rival. 

“We are in talks with the Caned os to seek an associa- 
tion and use their experience and international prestige," 
Azteca said. The association could be finalised this 
month. Reuters, Mexico City 


Softbank to buy 22.5% stake in GeoCities 


By Mlchiyo Nakamoto 
In Tokyo 


Softbank, the acquisitive 
Japanese multimedia infra- 
structure and services 
group, is investing in Geo- 
Cities, a Santa Monica com- 
pany which provides inter- 
net virtual communities. 

The Japanese company, 
which has attracted atten- 
tion for its many invest- 
ments in internet busi- 


nesses, is buying about $5lm 
worth of GeoC-ities’ shares 
through its US subsidiary. 
Softbank Holdings. 

The investment, which 
gives Softbank a 22.5 per 
cent stake In GeoCities, will 
make the Japanese company 
the second largest share- 
holder in the US company. 

The latest investment 
comes at a time when Soft- 
bank has suffered a fall in 
its share price amid con- 


cerns that its acquisition pol- 
icy has been too aggressive. 

The company's share price 
recently recovered some 
ground on news It planned 
to switch to a listing an the 
first section of the Tokyo 
Stock Exchange from the 
over-the-counter market. 

Softbank said yesterday its 
investment in GeoCities 
would be paid in part with 
some of the shares it owns in 
Yahoo!, the company that 


provides the best-known 
internet search engine, with 
the remainder to be funded 
through cash flow. Softbank 
will remain the largest 
shareholder in Yahoo! with a 
30 per cent stake. 

GeoCities, which enables 
users to set up their own 
home page for free, derives 
its revenues from companies 
advertising on the virtual 
community sites. 

The company, which was 


established in 1995. has aver- 
age revenues of $650,000 a 
month from advertising and 
L2m users. 

- The number of users has 
been growing by 6,800 a day, 
according, to Softbank. 

Softbank and GeoCities 
have set up a joint venture 
company in Japan, GeoCities 
Japan, which has signed op 
more than 40,000 users since 
it was established in October 
last year. 
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Chemical Banking 
Corporation 
(Now Ctiww Manhattan 
Corporetton) 

US. $200,000,000 
Subordinated Floating Rate 
Notes Due 2000 


LEGAL NOTICES LEGAL NOTICES 


Nf.WIJ7S6o1IW 
IN THE HIGH COURT OF JUSTICE 


No. 9SW of W 


CHANCERY DIVISION 
COMPANIES COURT 


Morgan Guaranty Trust 
Company of New York 

(the ‘Issuer’ 1 ) 

PTE 10.000,000,000 

Zero Coupon/Floating Bate Convertible Notes 
due February 2007 
(the ‘Notes") 


NOTICE IS HEREBY GIVEN (hat pureuam to the ’Description of the 
Notes - Coovtraon u> FUming Ran- Notes", the Bank has eiemsed the 
Conversion Option’ on the neu Interest Payment Date being, 
Orh Fdbraan-,1*W8. B 


By ; Mwjjan Guaranty Trngl Company of New York, 

■as fiscal. Igent 

Dated: 7th JanuarT, 1998 
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In ecconianca wttfi tha provisions 
of the Notes, notice is here&y 


given that tor the interest period 
tram January 7, 199fl to April 7, 
1996 tha Notes carry an rite rest 
rote of 5.93125% per annum. 


IN THE MATTER OF 
DAL1CHI LOT PROPERTY 
I LONDON) LIMITED 
- and - 

IN THE MATTER OF THE 
COMPANIES ACT IMS 


IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 


<2> 


A Prime Site 

for your 


Nadonal Finandera, S J4.C. 


IN THE MATTER or 
BRUNNER MONO PLC 


By-.llB Cbm Rtedaflu Bank 
Latent 


PERSONAL 


NOTICE IS HEREBY GIVEN rhil an 
Order of the High Court of Jut lice. 
Chancery Ditiuon dau-d 17ifi December 
IP9T cofiitrminc (Ik reduction of itiirc 
capita! wf dir above named Company tnrai 
iJini.nim.mni to oS3.nno.uuo and the 
Minurc approved by the Court aliening 
“Hb ret pec i to the capital as altered lbs 
seven! pamrubr, requited by the above 
moniwncd Aci wen? registered by the 


in the matter of the 

COMPANIES ACT 1985 


USS 100,000,000 
Collared floating rale notes 
due 1998 


Commercial 

Property 


Rcpvmr of Ompjnier. an ihc ism day of 
December 179?, 


NOTICE IS HEREBY GIVEN ihai the 
Order of the High Court tit Justice 

i Chancery DHiaoni Jmal |fU December 
15W7 cCTirtmUng it* reduction of the dan: 
premium account of the above-named 
Company by COAMjae) au tvjpsiered by 
the Registrar of Companies on I5>ih 
December IW7 


PUBLIC SPEAKING 

Trartiu and qaeach wtiSng fcy award 
vunrrig speaker. 

Ho lesson tae. 
TetfOlTZT 861133) 


Dared Tit, Jonuorv 


CLIFFORD CHANCE 
:uiAJdenpiic Street 
tunJra EC! A uJJ 
Rrf KO 


Dated din 7th day «rf January 1 091. 
Aatomn Moni, Crfafi 


The rare® will bear interest at . 
6.625% per annum for the 
interest period 7 Jantmry 1998 
to 7 July 1998. Interest payabie 
on 7 July 1998 will amount to 
USSI66.55 per US$5.00Q note, 
USS33109 and USSX330.90 
per USS W00Q note. 


Advertise your property to 
approximately 1 mllllofl FT 
readers in 160 countries. 


Bnadvalk. House 
5 Appold Street 
Loudon EC2A2HA 


Agent* Morgan Guaranty - 
Trust Company 


For details: 

Una McGorman 

+44(0)171873 3252 


SnliCHM? to d* Company 


SolbHion for Uk Company 


JP Morgan 


Fax; +44 (0)171 873 3098 
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Granada attacked over ‘grubby’ move 


By Amfrettr 
Edged iff ©-Johnson 

Granada, the media and 
hotels group, is lacing an 
attack from some of its larg- 
est shareholders for having' 
paid £374,500 <$618,000) to 
compe nsate five directors for 
cutting their notice periods 
from three years .to two. . 

"This rather grubby epi- 
sode reflects badly on both 
directors and ; company 
advisers and sets an appall- 
ing example .for other UK 
companies,” said one leading 
investor, who would not be 
nam ed/ 

"The tidiest thing the 
directors could do is to 
waive these payments” 
before -the- a nnua l meeting 
oh February 4, he said yes- 
terday, describing the issue 
as “the first crack in an. oth- 
erwise positive corporate 
image”. 

Granada's - chairman, 
Gerry Robinson, and four 


other executives received the 
payments in return for 
changes in their contracts. 
Originally, they would have 
been due for three years’ pay 
if the company were taken 
over, but they win now be 
entitled to two years' pay if 
the company terminates 
their employment 

Several investors objected 
to the principle of compensa- 
ting directors for a cut in a 
benefit which they might 
never have received, as most 
other companies had short- 
ened notice periods without 
compensation. 

John Rodgers, a director of 
the National Association of 
Pension Funds said: "I don’t 
think it Is normal practice to 
compensate directors for 
reducing their contract peri- 
ods. No other company has 
done thic that i ran remem- 
ber.” 

Mr Robinson's £138.334 
payment came on top of an 
£857,000 salary and bonus 


package last year, and a con- 
ditional award of shares 
which could be worth 
£959.000 if the group meets 
performance targets. 

One investor lobby group 
said many of its members 
intended to express their dis- 
satisfaction at the "tactless" 
payments. 

One other large investor 
described the payments as 
“totally inappropriate," say- 
ing they “stuck in the 
throat" because the original 
notice periods were longer 
than those recommended by 
the Greenbury and Hampel 
corporate governance com- 
mittees. 

Another fund manager 
accepted the principle of 
compensating directors for a 
change in their contract 
terms, but commented: 
“That is quite a lot of money 
for doing nothing except 
saying: ‘I’m prepared to 
accept a shorter notice 
period'.” 


One of the shareholders 
said: “This creates an image 
of the directors all standing 
in a line with their noses in 
the trough." 

The payments, disclosed 
over Christmas in Granada’s 
annual report, have already 
drawn criticism from Pirc, 
the corporate governance 
consultancy. 

The company said yester- 
day that it had so far 
received no complaints from 
shareholders, adding: “The 
institutions understand that 
the protection provided by a 
notice period is really part of 
a remuneration package." 
Directors should therefore 
be compensated for any 
change in notice periods, he 
said. 

Granada’s shares lagged 
behind the market by almost 
10 per cent last year but they 
rose 35p to a new high of 
990p yesterday, after a series 
of positive brokers' recom- 
mendations. 



AsNoy Asnwood 

Gerry Robinson: one of the directors facing pay challenge 


The four hotels acquired will be converted to Holiday Inns 

Bass expands in Australia 


By Scheherazade 
Daneshkhu hi London and 
Owen Robinson in Sydney 

Bass yesterday began its 
hotel expansion in the Asia- 
Pacific region with the 
acquisition of four properties 
in Australia for an undis- 
closed sum, believed to be 
A$120m ($80-5m). - 

The four hotels, is Sydney. 
Melbourne. Perth and New- 
castle, north of Sydney, have 
a total of 734 rooms and win 
be converted to the Holiday 
Inn brand. . 

Holiday Hospitality, Bass's 
hotel division, usually fran-. 
chises or manages hotels but 
sometimes makes full equity 
purchases to strengthen its 
brands. . 

Ravi Saligram, Asia-Pacific 


president of Holiday Hospi- 
tality. said the four pur- 
chases would serve as “mag- 
nets” to attract management 
contracts in Australia. 

“You can't really be strong 
in Asia without having Aus- 
tralia in the fold," he said, 
adding that Holiday Hospi- 
tality aimed to increase 
significantly its presence 
In Australia and New Zea- 
land over the next five 
years. 

The acquisitions increase 
the number of hotels oper- 
ated by Holiday Hospitality 
in Australia to 13. compris- 
ing 2.541 rooms. 

Bass has more than £2bn 
to bolster its international 
ambitions. The brewing and 
leisure group has raised 
£L2bn from the sale of three 


businesses since mid-Decem- 
ber, leaving gearing below 10 
per cent, even after a prom- 
ised return of £$50m to 
shareholders. 

Analysts fear that Bass 
may be tempted to overpay 
to bolster its presence in the 
competitive four-star market 
through its Crowne Plaza 
chain. It is searching for 
hotel acquisitions in Europe 
and south-east Asia. 

Bass would not comment 
on prices but Hotel Proper- 
ties. an Australian Leishre 
group, said on Monday it 
bad sold Rydges on Flinders 
in Melbourne - one of the 
four hotels bought by Bass - 
for about A$38m. making a 
profit of A$19m on the 
sale. 

“People expect Bass to 


pick up hotels cheaply from 
distressed sellers in the Far 
East and Asia-Pacific 
because of the economic tur- 
moil there," said one analyst 
yesterday, however, “paying 
a 100 per cent premium to 
book value does not support 
the bargain-basement the- 
ory." 

The Australian Bureau of 
Statistics warned yesterday 
that tourism profits were 
likely to drop sharply this 
year because of Asian eco- 
nomic turmoil and a sharp 
decline in tourists from the 
region. 

However, many hotel 
groups are sitting on their 
assets in the hopes of an 
upturn in business leading 
up to the Olympics in Syd- 
ney in 2000. 


GAN clarifies disposal date 


By Andrew Taylor 

GAN -Insurance, the UK 
general insurance arm of 
Groupe des Assurances Nat- 
ionals IGAN Groupe), yes- 
terday said it would not be 
sold before its French parent 
is privatised inter this year: . 

The French group is 
required to sell half of its 
overseas assets in return for 
EU go-ahead for a recapital- 
isation involving an -injec- 
tion of FFr2Gbn ($3-35bn) by 
the French government 

GAN. Groupe last week 
announced that it- had 
agreed to sell its separate 
British life assurance subsid- 


RESULTS 


iary to UK-based Life Assur- 
ance Holding Corporation in 
a deal worth about £300m. 

The parent said , that it 
would have achieved about 
three-quarters of its EU dis- 
posal target following the 
sale to LAHC. GAN Insur- 
ance is the group's largest 
remaining overseas asset 
- Tony Lancaster, chairman 
and chief executive of the 
subsidiary, the UK’s 13th 
largest general insurer, said 
the company bad a clear 
■understanding with its par- 
ent that it would not be sold 
ahead of the privatisation. 

The French government 
last ■ month formally 




launched the trade sale of 
the French insurance group. 
GAN’s CIC banking 
operations are being sold 
separately. 

In 1996. the . UK general 
insurance business earned 
pre-tax profits of £21. 3m 
I £21. 4m) including claims 
equalisation provisions of 
£4.6m. Gross premiums 
increased by £9m to £452m. 

The management of the 
company was replaced about 
six years ago following sev- 
eral years of poor results. 
Since then profits have 
increased sharply with net 
assets rising from £6*n in 
1991 to £146m in 1996. About 


half of its business is placed 
in London, giving it a strate- 
gic foothold in the interna- 
tional insurance markeL 

Mr Lancaster said yester- 
day: “The management of 
the company has operated 
very much independently of 
the GAN Groupe and this 
will continue in the short 
term. Longer term, we will 
have to wait to see what will 
happen when the group is 
privatised and the new par- 
ent is known." 

“Whatever the outcome, 
we remain soundly based 
financially and will continue 
to play an important role in 
the UK insurance industry.’’ 
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CHELSEA: : 
BUILDING SOOEIV 
£6,000,000 
Subo rdinate d 
Floating Kate Notes 
.Due 1999 

In accordance wBh te term aid 
coacBkw of Ac Notes, notice Mmigr' 
given feu be Rate often* bribe ’ 
Intent finiod 31 Decenbet 1397 to. 
29 Jue 19981ns been find at 
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gives 

a boost to takeovers 


By Clay Harris 

UK companies played a role 
last year in the global merg- 
ers .'and acquisitions spree, 
taking advantage of the 
strong pound to spend a 
record- £8.7bn ($l4.4bn) on 
takeovers in continental 
Europe. ... 

‘ The 1997 toiaI, a rise from 
£6.5bn spent bir continental 
acquisitions' in 1996. 
involved 366 transactions , ' 
up from 244.and.the highest 
number recorded 7 since the 
298 deals in 1990; • ' ; 

. ■ The US, however,, was far 
Iess attractlve for big pur- 
chases by UK buyers, even 
excluding from ' the ; 1996 
total British Teteconammi- 
catians* .abortive bid for the 
outstanding 80 per cent of 


MCI Comnmnications. 

The rise in UK acquisi- 
tions in continental Europe 
was only one manifestation 
of strong M&A activity in 
almost every category, 
according to figures com- 
piled by - Acquisitions 
Monthly magazine. World- 
wide, a record 134157 deals 
worth £829bn were com- 
pleted in 1997, up from 
12^30 worth £650bn in 1996. 

In the UK. 129 public com- 
panies worth £31bn (83 - 
£23.4bn) and 1.120 private 
companies worth £2Q-2bn 

(1,092 - . £19.7bn) were 
acquired. Management buy- 
outs, included in the figures, 
rose in value by 50 per cent, 
from £4.1bn to £6-2bn. The 
number rose to 384 (343). 

In a year when bigger 


seemed to be better, the 
value of divestments by UK 
companies slipped from 
£13.2bn to £UL9bn. 

Continental buyers, mean- 
while, spent less in the UK 
than in 1996 and did slightly 
fewer deals, spending £7.4bn 
on 164 UK targets, against 
£8.6m in 166 deals. 

This decline disguised a 
big jump, from £4.8bn to 
£7.1bn, in UK purchases by 
companies based in the 
European Union. Lafarge of 
France made the largest 
cross-border European 
acquisition involving a UK 
company with its £1.8bn 
purchase of Redland. The 
biggest deal the other way 
was Amersbam Internation- 
al’s £i.5bn takeover of Nyco- 
med of Norway. 


GA completes Nordic exit 


• --- , f ,-i- 


By Andrew Davis 

General Accident the UK 
composite insurer, yesterday 
completed : its withdrawal 
from Scandinavia with the 
sale of. its Norwegian opera- 
tion: • 

The group, which 'acquired 
Aktiv. Forsikring -in 1990, 
said that in common with its 
other, Scandinavian busi- 
nesses the Norwegian .unit 
had failed - to meet growth 


expectations and was lacing 
strong competition. 

Des Blyth, general man- 
ager Europe, said: “We 
couldn't achieve the market 
position we intended. It’s a 
problem of distribution.’* 
The business Is being sold to 
Sweden's Skandia Insurance 
for an undisclosed sum. 

GA s exit from Norway fol- 
lows the sale of its Swedish 
operation, announced last 
October, and its departure 


from Denmark in 1996. 

Aktiv Forsikring had pre- 
mium income last year of 
NKrl05m <S14^m) which was 
made up almost entirely of 
personal lines. At December 
31 2996 net assets amounted 
to NKr62m. 

GA, which bad premium 
income of about £300m from 
continental Europe last year, 
sees its main growth pros- 
pects in Germany, France, 
Belgium and Ireland. 


: .£a. 7 '^ V . 




Dalgety names 
finance director 


By John Wdlman 
Consumer Industries Editor 

Dalgety, the troubled petfood 
and agribusiness group, will 
today announce the appoint- 
ment of a finance director to 
succeed Ken Hanna, who 
became chief executive in 
September following the 
departure of Richard Cloth- 
ier. 

Andrew Allner, formerly 
finance director at Nyeomed 
Amersbam. the healthcare 
and technology group, will 
join the company on Febru- 
ary 1. 

Mr Hanna has been acting 
as both chief executive and 
finance director since Sep- 
tember, overseeing the 
restructuring of Dalgety. Mr 
Clothier “fell on his sword" 
- in the words of Sir Denys 
Henderson, the chairman - 
after two profits warnings 
and a cut in the dividend. 

Mr Allner, 44, left Nyco- 
med Amersbam in Novem- 
ber following disagreements 
with the chief executive over 
management style. He was 
finance director of Amer- 


sham International when it 
merged with Nyeomed of 
Norway in October to form 
the world's largest medical 
diagnostics group. 

Dalgety is believed to be 
advanced in its plans to sell 
two of its five divisions - the 
ingredients and milling busi- 
ness and Martin-Brower. the 
subsidiary which handles 
food distribution in the US 
for McDonald's. Mr Hanna 
said last year he hoped to 
announce the buyers with 
the Interim results in Febru- 
ary. 

After the sales - expected 
by analysts to raise more 
than £350m i$578m) - £200m 
will be handed back to 
shareholders. That would 
leave Dalgety with its agri- 
cultural business, pig breed- 
ing and petfood brands such 
as Felix and Winalot 

The petfood division - 
formed in 1995 by the merger 
of Dalgety's Spill ers subsid- 
iary with the European pet- 
food interests of Quaker 
Oats - has 25 per cent of the 
European mar ket, second to 
Mars with 42 per cent 
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This is a sensitive time for 
Burton Group, given the 
i mmin ent split between its 
fashion chains and Deben- 
hams department stores. 

So it is just as well that 
high hopes of a bumper 
retailing Christmas had 
already been dashed by a 
late start to the shopping 
binge and ominous anec- 
dotes of pre-Christmas dis- 
counting. Against that 
sober background, figures 
showing a slowdown in 
Debenhams’ sales growth 
to less than 6 per cent 
were brushed off by the 
market. Meanwhile, the 
fashion chains’ more consistent performance and the fact 
that Burton did not start its sales until Boxing Day 
gained some plus points for the group. 

This leaves the break-up value undisturbed at about 
£2.1 bn. Within that, figures above £1.5bn put on Deben- 
hams seem demanding. It has already won most of foe 
available gains on mar gins and reputation, so any pre- 
mium rating depends on its store opening programme. 
This often takes longer than expected to pay off. 

So foe interesting part seems to be Arcadia, as foe 
parent company of foe fashion chains is to be known. At 
£1.35bn last year, sales were just ahead of Debenhams’. 
But valuations have amounted to only £600m. Lower 
profits have been multiplied by 10-11 times, compared 
with 16-17 for foe big-store sister. In Arcadia, however, 
trading margins are on foe way up. If attempts to improve 
quality help foe likes of Dorothy Perkins and Top Shop 
hang an longer to aspirational shoppers, the upside looks 
to be here. 


P&O in $850m 
cruise ship order 


By Charts Grosser 

Peninsular & Oriental Steam 
Navigation (P&O) is spend- 
ing a total of $850m on two 
new cruise ships, each able 
to carry 2.600 passengers and 
displacing 1091000 tons. The 
vessels will be delivered in 
2001 and will be used mainly 
in the Caribbean, where 
P&O has a small presence 
compared with its two main 
rivals. Carnival Corporation 
and Royal Caribbean. 

Together with three other 
ships under construction, 
the two new orders will dou- 
ble foe size of foe Princess 
Cruises fleet. They will 
include a chapel, eight din- 


ing rooms, casinos and video 
filming facilities. 

Industry analysts are -gen- 
erally upbeat on the cruise 
sector. It accounts for less 
than 2 per cent of US leisure 
spending, but foe market is 
growing at nearly 10 per 
cent a year and has done so 
for more than a decade. It 
also generates strong 
returns. 

Lord Sterling, P&O chair- 
man, said: "In 1996, our 
cruises division achieved a 
record operating profit of 
£157.5m and a return on cap- 
ital employed of nearly 17 
per cent” 

P&O shares rose I5p yes- 
terday to 7l5p. 


TENDER NOTICE 
UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 13 January 1998 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasuiy Bills, for tender on a bid-yield 
basis on Tuesday, 13 January 1998. An additional 
ECU 50 million nominal of Bills will be allotted tfireefly to the 
Bank of England for the account of the Exchange 
Equalisation Account 

2. The ECU 1 ,000 million of Bills to be issued by tender 
will be dated 15 January 1998 and will be in the following 
maturities: 

ECU 200 million for maturity on 12 February 1998. 

ECU 500 million for maturity on 16 April 1998. 

ECU 300 million for maturity on 16 July 1998. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services. 
Threadneedle Street, London not later than 10.30 a.m., 
London time, on Tuesday, 13 January 1998. Payment for 
Bills allotted will be due on Thursday, 15 January 1998. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calcu la ted on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

6. Notification will be despatched on the day of the tender 
to applicants whose tenders have been accepted in whole 
or in part. For applicants who have requested credit of Bills 
in global form to their account with Eurociear or Cede! Bank, 
Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1 .30 p.m. on 
Thursday, 15 January 1998 provided cleared funds have 
been credited to the Bank of England's ECU Treasury Kite 
Account No. 59005516 with Lloyds Bank PLC, Bank 
Relations, St George's House, PO Box 787, 6-8 Eastcheap, 
London EC3M ILL Definitive Bills will be available in 
amounts of ECU 10.000, ECU 50,000, ECU 100,000, 
ECU 500,000. ECU 1,000,000, ECU 5,000,000 and 
ECU 10,000,000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. All tenders will be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 16 July 1998. 
These Bills may be made available through sale and 
repurchase transactions to the market makers listed in the 
Information Memorandum (as supplemented) in order to 
facilitate settlement. 

10. Copies of the Information Memorandum (and 
supplements to it) may be obtained at the Bank of England. 
UK Government ECU Treasury Bills are issued under foe 
Treasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 

Bank of England 
6 January 1998 
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UK gilt prices continue to push ahead 


GOVERNMENT BONDS 


By Vincent Boland 

in London and 

John La bate in New York 

Government bond markets 
took a breather yesterday 
after Monday's surge as 
investors took some profits, 
but the sharp rise in UK 
GILTS continued amid a 
growing market view - not 
shared by everyone - that 
interest rates might have 
peaked. 

As European markets 
closed marginally lower and 
US Treasuries got off to a 
sluggish start. gilts contin- 
ued to push ahead, with 
good activity reported in the 
cash market. 

In the futures market the 
March contract settled £ 
higher at 123. while the 10- 
year spread over bunds nar- 
rowed to 98 basis points. 


The catalyst for this latest 
bout of gilt outperform an ce 
was remarks by Eddie 
George, governor of the 
Bank of England, who said 
in Frankfurt that he expec- 
ted the economy to slow in 
1998 but that the impact of 
the slowdown on interest 
rates was not clear. 

This view was not new, 
but the market liked to hear 
it repeated. After a jump of 
over l 1 ; in the past two days, 
gilts are looking "slightly 
overbought", said Steven 
Andrew, gilt specialist at 
Merrill Lynch in London. 

Mr Andrew expects "some 
consolidation and possibly a 
minor setback" over the next 
couple of weeks as more 
data on the economy begin 
to emerge that will give a 
clearer picture of what the 
Bank of England's monetary 
policy committee will be 
looking at this week. 


The MPC is thought 
unlikely not to raise rates at 
its meeting, but some ana- 
lysts believe the gilt market 
may be over-optimistic about 
rates beyond that and was 
playing down labour market 
factors such as rising wage 
pressures and giving too 
much credence to falling 
consumer spending. 

“It is perfectly feasible for 
consumer spending to be 
slowing while wage pres- 
sures are rising in the labour 
market, and that's a reason 
for the Bank to raise interest 
rates. The market is forget- 
ting that.” Mr Andrew said. 

Continental European 
markets had a very quiet 
session as GERMAN BUNDS 
consolidated ahead of the 
closure of the tender for a 
DMlobn tranche of the 10- 
year bund. 

The March future settled 
in London at 105.35, down 


Favourable swaps 
help dollar sector 


l INTERNATIONAL BONDS 


By Samer Iskandar 

Favourable conditions 
helped the dollar sector yes- 
terday. allowing four large 
deals to be launched. “Swap 
spreads have been very 
attractive for a while, now," 
said one banker in London. 
"It was just a matter of time 
for the deals to be put 
together." 

Swap spreads, which 
determine the final Financ- 
ing cost to the borrower, 
bave reached their highest 
level in more than five 
years, according to bankers. 
This allows bond issuers to 
offer investors attractive 
yield spreads over Trea- 
suries. while achieving tight 
funding costs. 


The WORLD BANK'S Slbn 
five-year issue, for example, 
was priced to yield 17 basis 
points over Treasuries. One 
syndicate official, who did 
not participate in the deal, 
said: "I have to admit that 
this looks attractive from 
any investor's viewpoint." 

Pricing was within 1.5 
basis points of the World 
Bank's ideal term structure, 
according to Moovaart, a 
bond pricing company that 
analyses bonds based on the 
performance of the most liq- 
uid benchmarks. Pricing 
within 3 basis points of the 
term structure is considered 
successful by Mooyaart. 

The World Bank was also 
active in ihe D-Mark and 
sterling sectors, as was the 
EUROPEAN INVESTMENT 
BANK, the other main 


supranational borrower, 
which stuck to Its practice of 
issuing a large benc hmar k in 
the sterling sector early in 
the year. 

Lead managers Barclays 
Capital and HSBC Markets 
said this habit was becoming 
"an established tradition". 

The securities were struc- 
tured. as “gilt substitutes", 
with coupon payments and 
maturity matching those of 
UK government bonds. Bar- 
clays said it saw strong 
demand from continental 
European investors, which 
bought roughly half the 
amount issued. 

Syndicate managers said 
appetite for sterling bonds 
was fuelled by expectations 
that UK yields were set to 
fall further towards those of 
core European markets. 


0.03, after earlier hitting a 
high of 105.64 in turnover of 
about 190.000 contracts. 

The yield on the 10-year 
bund was little changed at 
5.21 per cent David Knott, 
core Europe strategist at 
Deutsche Morgan Grenfell, 
said while bunds would 
likely underperform Trea- 
suries this year it was “not 
unreasonable to assume" the 
yield would fall to 5 per cent 
against a background of non- 
inflationary growth. 

“Investors are trying to 
figure out whether we are 
operating in a new interest 
rate range. There is a great 
debate now about exactly 
what new levels we can hit" 
after Alan Greenspan, chair- 
man of the US Federal 
Reserve, effectively admitted 
in his remarks on deflation 
last weekend that US infla- 
tion had been overstated. Mr 
Knott said. 


FRENCH BONDS closed 
unchanged after 10-year 
yields had earlier touched 
5.17 per cent, slightly below 
those of the equivalent bund, 
ahead of new supply coming 
on to the market this week. 
The March notional future 
settled at 10L94 in turnover 
of about 124,000 contracts. 

The domestic Spanish and 
Italian markets were closed 
for a holiday, but in Lifts 
trading in ITALIAN BTPs 
ended slightly lower, with 
the March future settling at 
116.55. down 0.05 in quiet 
trading. The spread over 
10-year bunds widened to 32 
basis points. 

US TREASURIES were 
generally lower after the 
release of new figures on fac- 
tory orders. 

The benchmark 30-year 
Treasury bond, which hit 
record-setting levels on Mon- 
day, slid !i to 105ft. sending 


the yield up to 5.763 per cent. 
Among shorter-term issues, 
10-year notes fell ft to 104$. 
yielding *527 per cent, while 
two-year notes rose to 
100$, yielding 5.439 per cent 
The Federal Funds rate was 
at 5.43 per cent. 

. New figures on November 
factory orders showed a 
strong Zo per cent overall 
rise, but analysts said the 
numbers were skewed by an 
increase of more than 100 
per cent in aircraft orders. 

Excluding aircraft, non- 
defencs capital goods orders 
were down L5 per cent in 
November, following a 2-2 
per cent decrease in October. 

“Capital spending appears 
to have slowed significantly 
in the fourth quarter," said 
Cheryl Katz, senior econo- 
mist at Merrill Lynch. Also, 
inventories are on the rise, 
which could hit growth in 
the first half, she said. 


New international bond issues 
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Elsewhere, the EIB also 
issued DMl.Sbn of five-year 
notes. The deal was the first 
tranche of a new series of 
so-called “parallel" bonds. 
Parallel bonds are identical 
securities issued in different 
European currencies, which 
merge into a large liquid 
deal after they have been 


redenominated in euros, the 
planned single currency. 

BNG. the triple-A rated 
Dutch bank, tapped the dol- 
lar sector with a S400m 
three-year issue aimed pri- 
marily at retail investors. 

Dresdner Kleinwort Ben- 
son. which led the deal 
jointly with Salomon 


Brothers, said the payment 
date was set on February 2 
to coincide with a large 
number of bond redemp- 
tions. 

A So 00m issue by KfW, 
another triple-A rated bor- 
rower favoured by small 
investors, is to be redeemed 
on that day. 


CAPITAL MARKETS NEWS DIGEST 


programme signed 

Hong Kong's government-owned Mortgage Corporation, a 
body established last year with, the aim of increasing - 
hoHsmg.finance and aiding banking stability by allowing 
backs to offload mortgages, has signed its first note issu- - 
ance programme. Depending on market conditions, the 
first issue is likely within the next three months. 

The HK$20bn note Issuance programme was arranged 
by the Hong Kong Monetary Authority, the territory’s - j 
quasi-central bask, which also acts as arranger for notes 
issued by the Mass Transit Railway Corporation and the 
Airport Authority. 

Funds will be used to buy up banks’ mortgages. Secure 
tisafion of home loans in Hong Kong has previously been 
carried out by individual institutions and support among 
the banks for a government body is mixed. However, the 
corporation also helps another government ambition: to . , 
develop a deeper debt market Speaking at yesterday's 
signing, Donald Tsang, financial secretary, said the pro- 
gramme woul d pro vide a useful benchmark for other debt 
securities the HKMA wifi issue. 

. Mr Joseph Yam. chief executive of the HKMA. said the 
mechanics of the programme would ensure a hi gh degree 
of liquidity, making the paper more attractive in the sec- ... 

I ondary market and thus better able to command a lows 
cost of funding. Louise Lucas. Hong Kong 

■ ASIAN TURMOIL 

UK gilts the ‘best hedge 9 - 

UK gilts have proved the best hedging instrument against 
turmoil in Asian financial markets, according to a recent 
report. The "Asian Flu Barometer 1 ' was published this 
week by Bridgewater Associates, a US-based bond and 
currency trading company. It shows that since the tur- 
moil started in October, gilts have moved in the opposite 
direction to the general trend in Asia. When worries 
about Asia cause international financial markets to fall 
by, say. l per cent, gilts rise by 0.30 per cent. 

Other instruments offering protection include govern- . 
meat bonds in the US. Germany, France. Italy and Aus- 
tralia. But their equity markets are vulnerable to Asian 
turmoil UK shares, for example, have a "beta" of 132 per 
cent - they fall by 1.32 per cent when global markets lose 
on average 1 per cent. Korean, markets remain, the most 
volatile, with betas of 361 pa- cent for equities and 466 per 
cent for the won against the dollar. Samer Iskandar 

U FRANCHISE FUNDING 

General Cable raises £500m 

General Cable yesterday completed a £500m senior debt 
facility signed up by Banque Paribas, C£BC Wood Gundy, 
NatWest Markets and Toronto Dominion- The capital will 
be used to fund the completion of its cable franchise net- 
work In Yorkshire and the development of its business 
telecommunications arm. Simon Davies 
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BENCHMARK GOVERNMENT BONDS 


Bks 9 Id Day eng Wk c*g Mourn Year 

Jan a Pare Ccuacn Pnce liwe yield yield eng ytg eng yid 

AuarraSa < 14/00 7 .K 0 10*9601 5.07 - 0.06 - 0.25 -0.11 -1J6 

10/07 IP-COP 132 .P 1 BB 594 - 0 ,CB -029 - 0 S 0 -192 

Austria 09/99 7 .CC 0 1042105 4.35 - 0.07 -O.Ot - 0.15 +049 

07/07 5.635 IK . 4300 599 - 0 .Q 1 - 0.14 -021 - 0.66 

Belgium 01,00 4.000 93.4500 490 - 0.05 - 0.15 -OQ 2 - 0.96 

03/07 6-250 106 6000 5.32 -Q 02 - 0.15 - 0-24 - 0.75 

Canada- 09-99 4.750 99 0200 439 -0.1 1 - 0.16 *034 - 0.70 

06/07 7350 113.1000 5 43 +0 03 - 0.23 - 0.21 - 1.16 

Dmmarii 12/99 69 C 0 1 Q 2 . 61 C 0 4 44 - - 0.06 - 0.29 * 0.38 

11.07 7.000 111.2300 5 49 -Q.Q 2 -Q .17 -042 - 1,14 

Finland 01*99 H 000 1063200 35 U -002 - 0.14 - 0.31 * 0 .<» 

04/06 7950 112.6860 5-31 - -006 -028 -103 

France 01.00 4000 99.6100 4.21 + 0.03 -006 - 0.13 * 0.68 

10/04 6 . 75 C 1102700 4.92 -002 - 0.12 -025 - 0.40 

10/07 5.500 1022300 520 * 0.02 - 0.1 B -023 - 0.70 

10/25 8 JOG 103.5700 5.74 *001 - 0.17 -022 - 1,15 

Germany 09/99 4.000 99.9600 4.08 *002 - 0.03 -013 +092 

11/04 7 SCO H 4.0600 502 * 0.02 - 0.15 -0 19 - 0.52 

07/07 6.000 105 . 74 M 521 * 0.02 - 0.16 - 0.22 - 0.74 

07/27 6.500 1102300 5.77 *001 - 0.19 -022 - 1-05 

Imtand 01/99 6250 101.5800 4 Ja *004 -008 -023 - 1.49 

08/06 S.OCCi 1 1 72300 5.43 -OQ 1 -Q .11 -027 - 1,46 

Italy 05/00 6.000 102 6200 490 * 0.03 - 0-05 -027 - 1.62 

05/02 6250 1045800 5.06 * 0.03 - 0.09 -022 - 1.79 

07.07 6.750 1092500 5.48 * 0.02 - 0.12 -021 - 2.15 

11/26 7250 117 . 4 B 0 Q 527 * 0.02 - 0.09 -021 - 2.19 

Japan 03/00 8.400 1 12.5700 0 53 -021 -O/M * 0.13 -028 

12 /TJ 2 4.800 1172700 122 -023 - 0.08 - - 0-80 

09 /OS 3.000 109 .B 100 1.64 -023 -028 -022 -029 

09/17 3 000 108,0200 £48 -OJH - 0.07 -021 -025 

Netherlands 11/99 7500 105.7600 4.19 - -025 - 0.16 * 0.76 

fg /07 5-750 104.1900 5.16 - -PH -023 -026 

Now Zealand 02/00 6.500 98.0584 7.63 * 0.05 -027 +028 *046 

11, 26 8200 108.0069 6.76 - 0.08 -024 -027 - 0,55 

Norway 01/99 9.000 104.7700 429 - 0.01 - 0.16 - 0.11 -028 

01/07 6750 1095000 529 -021 - 0.10 -020 -023 

Portugal 03/99 8 . 500 104.4670 428 - 0.04 - 0.14 -025 -121 

02/07 6.625 107 . 6 B 7 S 520 -021 - 0.14 -027 - 1.44 

Spain 07/99 7.400 1042802 4.46 *023 - 0.08 -022 -128 

03/07 7260 113.5348 5.44 *QJi -Q. 1 B -029 - 1.52 

Swadan 01/99 11200 105.8706 522 - - 0.10 -020 +028 

08/07 8200 1152620 523 - - 0-15 -QJ 7 -727 

Switzerland 03 AM 5200 1062000 127 +022 - 0.06 + 0.08 -020 

06/07 4.500 110.4500 320 -021 - 0.12 -021 - 0.70 

UK 08/99 6200 99.0391 6.64 - 0.03 - 0.17 -029 - 0.10 

11 AM a 750 103.0313 620 - 0.05 -026 - 0.45 -135 

12/07 72 SO 1 O 0 lS 313 620 -OJM -024 - 0.44 - 1.04 

06 /gl atOO 124 0938 6.00 -025 - 09 S - 0.40 -130 

us- 10/39 5225 1002500 547 - -026 -022 -0 48 

11 AJ 4 7.875 1111640 524 +024 -027 -029 - 0.75 

06/07 a . 125 1042910 523 +022 -026 -027 - 1.00 

Oft '77 6275 1072830 521 + 0.01 -021 -022 -026 

ECU 01/00 4.000 962600 424 + 0.04 - 0.11 - 0.11 *029 

04107 B 200 101,3000 521 - - 0 . 1 B -028 -025 

London doting. T*m Yort, mkJ-O*, 3 oun: Inureohie DatO/FT Monnetton 

Ylefctx Local marker standard/AmiJsflsed yWU basis. yields shown far ftriy exclude withholding 
twr at 122 ear coni payable by nonratoraa. 


lO YEAR BENCHMARK SPREADS 

Spread Spread 


Jwi 8 

Bid 

w 

V 9 

Australia 

S 54 

-{U 3 

+0.12 

Austria 

5 JB 

+006 

- 0 23 

Belgium 

6J2 

•OH 

-0.20 

Caooa 

5 M 

-022 

-009 

□enmara 

5.48 

-022 

-003 

Finland 

5.31 

-O.io 

-021 

France 

cao 

-0.01 

-OJZ 

Germany 

5-21 

- 

- 0.31 

ketand 

5^3 

*A22 


Wv 

s^a 

-057 

-004 

Juuui 


- 16 / 

- 3 -TO 

NerhensnUB 

5.16 

-O.Q 5 

-cn 


New Zeatand 6.78 

Norway 529 

Portugal 5.50 

Spetn 544 

9 wodon 523 

Switzerland 320 

UK B 29 

US 522 

ECU 521 

Sane: imerecOva Dats/FT h 
Union dosing. - New ram 
AmuSbad yWd ba*». 


Spread Spread 

*8 V3 

Suntte T-Bonds 
+125 +124 

* 0.18 - 0.13 

+028 -002 
*023 -028 

*022 *021 
-2.01 -222 
*028 * 0.67 

*021 

*0.10 -021 


EMERGING MARKET BONDS 

Red S & P Bid 

Jan« date Coupn Rating price 

■ EUROPE ■ 

Croatia 02/02 7.000 BBB- 94.5171 

Poland 07/04 7.125 BBB- 101/1169 

Russia 06/07 10.000 B 3 - 922 S 06 

■ LATH AMERICA 

Argentina 09/27 9.750 8 8 94.7500 

Brazl 05/27 10.125 BB- 92.0000 

Mgaco 05/26 11200 BB 118.5000 

■ ASM 

China 07/06 7 . 7 M BBB* 103.6555 

PhUppnea 10/16 8.750 BB+ 89.4803 

Thailand 04/07 7.750 A- 82.1014 


Day’s Mth‘a Sprd 

Bid taige chge vs 

yield yid ytd US 


8.60 + 0.17 - 0.30 + 3.13 
825 + 0.07 - 0.33 +128 
11.35 + 0.10 + 02 T + 5.84 


10.31 + 0.25 + 0.16 + 4.56 
11.04 + 0.24 HJ. 23 ' +520 
9.57 + 0.09 - 0.01 +323 


103.8565 7 . 1 S + 0.06 +027 +125 

89.4803 1020 +020 + 0.41 * 4.38 

82.1014 10.90 + 0.30 +121 * 5.30 


■ AFRICA/M ©OLE EAST 

Lebanon 07/00 9.135 88 - 

South Africa 10 /Dfi. 8 . 37 S SB* 

Turvey 09/07 10.000 B 

■ BRADY BONDS 

Argentina (XK 23 5.500 BB 

Brazil 04/14 4.500 BB- 

Masdco 12/19 8250 BB 

Venezuela 03/20 e, 7 S 0 B» 

London EMng. Men m uss. 

a Poofs ratings. 


102.4216 B£0 +0.51 +0.16 +255 

101 9338 8.05 +0.14 -0.08 +2.55 

101.8108 9.72 +0.08 -0.43 +4.21 


74 0000 8.48 *006 -0.18 +Z70 

76.8800 1020 +026 *3.48 +4.Q1 

83.7500 7.81 +0.10 -0.17 +2.16 

fl/.OOOQ 8.01 *0.13 -0.08 +2.35 

Sauce. W^raaJvrj Oota/FT Womadan 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL. FRENCH BOND FUTURES (MAT 1 F) FFr 500.000 



Open 

Sett price Change High 

Low 

Mar 

101.32 

101.94 

102.12 

101.84 

Jun 

101.38 

101.26 +0.02 

101.38 

10122 

Sep 

101.14 

101.14 + 0.14 

101.14 

101.14 

■ LONG TERM FRENCH BOND OPTIONS (MA 71 F) 

Dma . nm f n 

Price 

Jan 

WVM — 

Feb 

Mar 

Jan 

97 

4.94 

4.94 

4 .W 


98 

3.94 

3.97 

3.49 

0.01 

99 

2-95 

3.04 

2.71 

0.02 

100 

2.00 

2.15 

2.03 

006 

101 

1.13 

1.37 

1.46 

ai 9 


Esl vol. Open int 


Esl vd. tort. Cats 21531 Pub 15520 . Prcvtam day-* open nt. C* 68 X 178 Pub 102.497 

Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)‘ DM 250,000 IQOtns of 100W 

Open Sett pnce Change High Low EsL vol Open mt. 
Mar 105.58 10535 - 0.03 1 05.64 10550 193148 228563 

Jun 104.75 104.76 - 0.03 104.75 104.82 597 1144 

■ BUND FUTURES OPTIONS (UFTCI DM 250,000 points of 100% 


Strike 

Price 

Feb 

Mar 

CALLS “ 
Apr 

Jun 

Feb 

Mar 

PUTS — 
Apr 

.Ain 

10600 

0.68 

0.99 

0.88 

1 20 

0.33 

0.64 

1.12 

1.44 

10550 

0.40 

0.71 

0.67 

0.96 

0.55 

Q.B 0 

1.41 

1.70 

10600 

0.21 

0.49 

0.49 

0.76 

0.86 

1.14 

1.73 

^00 


Esl voL mat. Cain 27099 Puts 12274 . Prowcua day * open mt, coBa 1415*3 Puts 149379 


■ NOTIONAL GERMAN BUND (BOBL) FUTURES 
(DTB) DM250XXM IQOtfra o I 10096 

Open Sett price Change High 
Mar 104.57 104.43 - 0.06 104.58 


Low EsL vol Open im. 
104.32 118.607 191882 


NOTIONAL GERMAN BOBL FUTURES 1 UFFET PM 250 .Q 0 Q IQOHtg ol 100 % 
Open Sett price Charge High Low Eat vol Open Int 
ar 104.57 104.41 - 0.13 104.57 104.33 4.566 32 JOO 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFET Lira 200m lOOths of 1QQ% 

□pen Sett price Change High Low Esl vet Open rtt_ 
Mar 110.70 110.65 - 0.08 110.78 116^5 18827 110418 

J**i 115^8 110.08 - 0 JJ 5 118.00 115.98 500 148 

■ TTAUAM GOVT. BOND (BTP) RfflJHES OPTIONS IUFH5) Ltra200m IQOBtS Ol 10016 


Strike 

Price 

Mar 

• CALLS 

Jun 

Mar 

. purs 

Jun 

11890 

0.88 

1.17 

073 

1.58 

11700 

083 

OSS 

0.88 

1 S 8 

11750 

0 A 3 

0.78 

1.28 

2^0 


Esl vol dm, Cans 387 Pua 101. Previous day's open hit. Cats 42770 Pub 47578 


Spain 

■ NOTIONAL SPANISH BOND FUTURES IMEFF) 
Open Sett price Change High 
Mar 106.35 106.78 * 0.98 106.89 


Eat vol. Open int 
53.957 90,592 


NOTICTIAL UK GILT FUTURES fUFFE)- £50.000 32nda of 10CW 



Open 

Sea price Change High 

Low 

Esl vd 

Open ht. 

Mar 

122-20 

123-00 + 0-11 

123-03 

122-16 

67678 

182535 

Jun 

107-02 

107-02 + 04)9 

107-02 

107-02 

SO 

1098 

■ LONG G&.T FUTURES OPTIONS (L 1 FFE) £50000 64 th 9 Ot 100 % 


Prica 

Feb 

Mar Apr 

Jvm Feb 

Mar 

rvie “ 
Apr 

Jun 

123 

0-50 

1-19 0 

0 0-50 

1-19 

15-60 

15-60 

124 

0-24 

0-55 0 

0 1-24 

1-55 

16-60 

16-60 

126 

0 -O 9 

0-35 0 

0 2-00 

2-35 

17-60 

17-60 


Edl vol tool, Q*i 31194 Pub 1 K 17 , Pr»*tous dsy'a open Inu Cals 47770 Puts tens 

Ecu 

■ ECU BOND FUTURES (MAT 1 F) ECUIW.OOO 

Op«i Sett prica Change High Low Eat voL Open mt 
M» 101.20 101.14 - 101^2 101.12 842 6.071 


■ US TREASURY BOND FUTURES (CST) 3 1 00,000 32 nda ot 100 % 

Open Latest Change High Low Esl vat Open hL 

Mar 122-25 122-16 - 0-11 123-08 122-17 455.730 696,439 

Jun 122-18 122-08 - 0-12 122-29 122-08 1.726 34.932 

Sep - 122-11 _ - _ ui B 5.144 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOW FUTURES 

fl-IPFB) YtOOm 100819 of 100 % 

Open Chase Change Wgn Low Out vol Open mL 

Mar 1 30-62 130.65 13 aS 2 726 rta 

J “" 1 0 na 

• UH=E luMn also iradsd on APT Al Own w rereat Sga. are far prevfave day. 


US CORPORATE BONDS 

Reo S & P Sid 

Jan 5 date Ccupn Rating prea 

■ UTILITIES 

PacBefl 07/02 7.25 AA- 105.0610 

NY Tel 06/25 7.00 A+ 1 C 1 . 0 B 1 B 

CWE OS'bS 8.00 BBB 11 L 1632 

■ FlNANCtALS 

G£CC 05.07 3.75 AAA 118.8830 

Banc One 08*02 7^5 A+ 104.9776 

US West 01 * 0 ? 7.30 BB 3 + 10 SJ 5 S 8 

■ INDUSTRIALS 

WMXTech OV 99 655 A- 100.0730 

Wal Mart 05.02 6.75 AA 1032358 

Daylon Hud 06/21 9.70 BBB+ 133.1813 

■ AGENCIES 

FHLMC 04.07 7.14 N*‘A 1092 S 76 

SLMA 03/00 7.50 N/A 103.7753 

FNMA 02**18 8.95 N/A 132.1692 

FFC 6 05.06 8.95 N/A 120 . 670 ? 


INTERNATIONAL BONDS 


7.14 N/A 1092078 

7.50 N/A 103.7753 

8.95 N/A 132.1692 

8.95 N/A 120 . 670 ? 


Day's S«ft SpftJ 
Bd ergo chge v 
y*ta yitJ yb Govts 


5 S 4 - 0.15 -C .37 + 0.49 
SSI -C.C 9 -025 + 1.18 
-fl .15 - 0.39 +098 


6.07 -OIS - 0.41 + 0.56 
528 - 0.16 - 0.40 +053 
850 - 0.15 - 0 A 6 + 0.99 


6.1 7 - 0.13 -052 +158 
5 69 - 0.15 -059 + 0.44 
6.83 - 0.12 -055 + 1.10 


5.82 - 0.15 -059 *051 
5.62 - 0.14 - 0.37 + 0.17 
6.14 - 0.11 - 0.34 + 0 . 4 “ 
5.60 - 0.17 - 0.41 +023 


Day's Mtn's Spread 


■ HIGH YIELD 

Stone Com 02*01 9.88 B 11 X 1.7500 0.00 

AKSU 12/01 9.13 BB- 103.0000 0.00 

Paaalta 06 AM 10.75 B- 932500 000 


I 4 e« Ycrt dosng. 

SOnOM S Poors ratings. Yrefas w«rt-Minual bass. 


Source WwKSre Dtfa/FT Woreahoiv 


US INTEREST RATES 

Latest 

On room 

Pimw rota Tea nxM 

Broker loafl rata 7>« Three no 

FaUumts 5,< S* mono 

Fed.tatfj at htarvenBo n - One rear 


UK BONDS 


Treasury Bffls aid Bond Yields 



Om month .. 


Two r*ar 

- 5.44 

Vs 

Tno raoreh 


Ttnre yaar- 

_ £47 

7>« 

Thn*i mm lit. _ 

524 

fiw new — . 

5.46 

V. 

Sbtnwim. .._ 

ax 

10- year 

542 


to yB® . . . 

544 

30-year 

576 



Red 


5 S P 

Bid 

BW 

chga 

chga 


Jan 0 

dare Coupon 

Rating 

price 

yid 

yid 

ytd - 

Gsvta 

■ EURO DM 






- . ;. 



BS . 

02-07 

5.750 

AAA 

1039500 

593 

* 0.01 

-025 

+ 0.10 

Span 

Qi /07 

5.750 

AA 

1029000 

595 

+ 0 JJ 2 

-092 

+092 

PhlOp rjctns 

0304 

537 S 

A 

999022 

599 

+ 0.03 

-093 

+ 0.55 

FnuanqFBN-- • 

03 i 02 

2 S 2 X 3 

AA 

100 . 7107 - 

495 

+ 092 : 

-090 

-+093 

XQJROFFR 








• > * 

Austria 

01 /W 

5500 

AAA 

102.7100 

497 

+ 0.03 

-093 

■+ 0.16 

Abbey Nat 

0 ?A» 

6.000 

AA 

104.7700 

5.07 

+ 0.01 

-095 

+096 

Grad Former 

02-04 

9 . 12 S 

A 

119.1900 

596 

- 

-096 

+095 

3 CJFFRN 

iaoi 

3.750 

AA- 

999412 

4*43 

+ 0.03 

- 0.44 

+094 

■ EUROURA 








■ * v 

BB 

02/07 

7 JXJ 0 

AAA 

1109000 

S 48 

+ 0.02 

- 0.17 

+099 

Abbey Na 

02/02 

6.800 

AA 

105.7500 

591 

+093 

-094 

+098 

Waft Daney 

0600 

8625 

A 

107.6000 

59 ? 

♦ 0.03 

-093 

♦090 

BB FRN 

03/01 

5. 825 

AAA 

1009406 

4.71 

+ 0.02 

-090 

- 0.00 

■ EURO £ 









9 B 

12/07 

7-625 

AAA 

1089143 

698 

-094 

- 0.43 

*095 

DresdnerBk 

12/07 

7.750 

AA- 

1059394 

690 

-096 

-099 

+ 0.77 

BrttshGas 

03/00 

7.625 

A+ 

101 . 000 / 

7.10 

- 0.08 

- 0.44 

+ 0*40 

Abbey Net FRN 

02<02 

7.830 

AA 

100.0127 

691 

- 0.04 

-OM 

- 0.13 

■ EURO 8 









BS 

04-07 

7.250 

AAA 

109.7015 

5.06 

- 0.09 

-042 

+035 

ABN Amro 

06/07 

7.125 

AA- 

1069841 

692 

- 0.00 

- 0*42 

♦071 

Quebec 

01 107 

7.000 

A+ 

1059348 

BJ 22 

- 0.08 

- 0.33 

+071 

CHKcrpFRN 

oao 4 

5938 

A+ 

100.1892 

597 

-oils 

- 0.18 

+040 

■ BJROCS 




- V - 




• * 

Bayer L-Bh 

0&-04 

9.500 

AAA 

119.1351 

590 

_ 

-095 

+034 

Toronto 

05/04 

8.500 

AA+ 

114.0030 

5.80 

_ 

-098 

+094 

BenCanaae 

07/99 

10.625 

At 

1009544 

5.66 

- 0.04 

+030 

♦192 

Deutsche B FRN 

09/02 

5975 

AAA 

1019363 

6.40 

-093 

-093 

- 0.09 

■ EUROYEN 








WOrid Bank 

03*02 

5950 

AAA 

117.0000 

198 

_ 

+093 

♦017 

Spam 

03/02 

5.750 

AA 

11 BJMJOO 

1.10 

-091 

+091 

♦ 0.19 

Cred Fonder 

M /02 

4.750 

A 

1139531 

190 

- 0.02 

+095 

+ 0.68 

Italy FRN 

07/99 

0994 

AA 

1009343 

0.34 

- 

+095 

-097 


Standard a Poor's rating*. Yfafax Locat morion atandard/Amuallaea bose. 


UK Indices 

— Low coupon yield— • Medium coupon yfaUd ■ — High coupon yftrfd — 
Jan 6 Jar 5 Yr. ago Jan 8 Jan 5 Yr.agoJan 6 JanSYT.ago 

628 629 7.40 654 6.37 7.45 653 6.41 7 .® 

6.09 S 12 751 6.10 6.14 7.80 621 626 7.77 

659 6.12 7.84 0.09 613 753 021 625 7.77 


• Irritation 5 % 


-Inflation WK 


FTSE Actuaries Govt. Securities UK Indices 

Price Indices Tue Day's Mar Accrued jtd adj. — Low coupon yield — - Medium coupon yield ■ — High coupon yWd — 

w 0313 Jan 6 change % Jan 5 Interest ytd Jan 6 Jan 5 Yr. ago Jan 8 Jan 5 Yr. ago Jan 6 jgnSYT.ago 

1 Up lo 5 years ( 10 ) 120.30 0.08 12053 2 . 1 B 059 5 yra 628 629 7.40 854 6.37 7.45 653 6.41 7 .® 

2 5-15 years 121 ) 161.03 026 160.61 226 0.01 15 yra 6.09 B 12 751 6.10 6.14 7.80 821 626 7.77 

3 Over 15 yean; ( 4 ) 19857 0.44 195.50 Z .10 0.00 20 yra 659 6.12 7.84 8.09 613 753 021 825 7.77 

4 Irredeemables ( 4 ) 242.74 0.70 24150 2.43 0.00 fcred.T 621 626 7.84 

5 Al stocks ( 40 ) 153.46 024 163.15 228 0.18 

— Inflation 5% — — Inflation WK — 

lndajt Bohad Jan 6 Jan 5 Yr. ago Jan 6 Jan 5 Yr. ego 

6 Up to 5 years B) 213.30 - 0.14 213.66 1.64 a 00 Up to 5 yrs 501 2.96 325 229 224 2.58 

7 Over 5 years ( 10 ) 218.92 -053 220.09 2.00 000 Over 5 yra 2.99 2.95 350 250 2 . 7 S 3 A 0 

8 AD stocks ( 12 ) 21725 - 0.49 218.33 1 . 9 S 0.00 

Avwage gnxa reefampoon yfatoe are shonn abne Coupon Bands; Low: MetSurrc 0 K-lOfatti Ugh: 1 l» and ever, f Flat ytrtl yH Year re dare. 

FT Fixed Interest Indices 

Jan 6 Jan 5 Jan 2 Dec 31 Dec 30 Yr ago Hgtf Low Jan S Jan 5 Jan 2 Dec 31 Dec 30 Yrago Ugh* Law 

Govt Sacs. (UK) ,ra -® ^ 101 - 52 101 - 53 101 - 2e 83 32 10 Z -88 8351 Fbtad biterast 137.25 136.74 135.85 13521 13556 115.49 13725 11552 

- te Oown ent Securttas high Nnee campINion: 127.40 09 / 01 / 39 . kw 40.10 OUOWSL Rad Intarest high dm 

Eoropwaon: 107 J 5 p 6 rtJ 1 / 0 «. tow 5053 ( 03 / 01 / 79 . Bast* 100 : Qovernmare Secutoes ISnona and Rad Merest 1028 . SE activity mdcas rebnd 1074 . 


213.66 

1.64 

aoo 

Up to 5 )» 

Jan 6 

aoi 

Jan 5 

2.08 

Yr. ago 

395 

Jan 6 

299 

Jan 5 

294 

Yr. ago 

2.58 

220.09 

218.33 

2.00 

J. 9 S 

090 

0.00 

Over 5 yra 

2.99 

2.95 

390 

290 

2 . 7 S 

3*40 


UK GILTS PRICES 


-flaw.. ,_K* 

waw w m Prttat+g- Htfi 


Hd_ .. 52 «Mk_ 

M PriceE + nr- Ngh Lon 


SM^dJMHpigRraYetnt 

Italic 19888 ; — fiK llBA H 6 A 

EjKtlBlipc 1090 8.75 7 JB IOOiA 7031 , 

Tnaa 7 i*pei 09 Stt 7 iS 720 100 -A 101 * 

I'M iSizpr uA* 7M tB*i ns* 

Exdi 12 pc 19 M 1153 7 M KKA .... lOH. 

7 ra» 9 ijjic 1 B 89 tt — 827 & 9 B 10 ZU +J, 105 % 

TiBaengWelMatt- - - 'M 1 . 100 ,’. 

6 Btll 71 rt< 19 W 1 tJ 4 U 7 fOBA +A HfA 

Treat lOijoc 1999 ia 0 S 876 104)1 +A roa, 1 , 

TRVE 0 C 19 W# 606 8 fiS 08 * 

OmiOUpeloga 8«5 659 106 A +J, lOBt, 


Tjkjs flljpc aJM .J &?1 05 a 1 D 3 )J +A 1048 

CireteZOOOtt 859 865 1 «B *,', 1 U >2 

■«aj I 3 K 2000 11.35 8631141 SN *,<* H 9 A 

Tre» 14 pc 1999-1 1166 7.15 ICb -i n 3 « 

TrwflxZUn# 7.70 850 10 ® +A HXtf 
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dollar’s strength provokes turmoil 


MARKETS REPORT 


By ftchart. Adarrra 

-The strength of the DS 
dollar sent waves around the 
" international ' ' foreign 
e xch a n ge markets yesterday, 
higgering a- series of inter- 
ventions. to support falling 
currencies.' 

The. [central, hanks of 
Japan, ' Canada, Israel and 
India were said to have sold 
US-. dollars to prop up their 
own currencies; as a flight to 
- quality caused the green- 
back to stay fern. 

. Some dealers in London 
also reported European cen- 
tral banks selling dollars for 
D-Marks; as the dollar 
strengthened above DMl.82. 

The • dollar closed at 
DM1 £226. Against the yen it 
Tell -away before the end of 
London trading, with traders 
nervous over possible Japa- 
nese intervention to help the 
.yen. 

The general weakness of. 
the yes dragged other 


regional currencies lower. 
The Philippine peso, the 
Singapore dollar- and the 
Malaysian ringgit all tell, 
while the Australian and 
Taiwanese dollars touched 
their lowest levels against 
the US dollar for 10 years. 

Elsewhere, sterling - 
which usually benefits from 
a strong dollar - fell against 
the US and German curren- 
cies. after Eddie George, gov- 
ernor • of the Bank of 
England, reiterated the 

bank's forecast-that the UK 
economy will slow this year. 

■ Japan’s external reserves 
fell by $7.6bn from a month 
earlier to $220bn. the Minis- 
try of Finance announced 

yesterday. The fall was pre- 
sumably caused by its heavy 
Intervention to sustain the 

■ Re— I In ■— York 

JH s — Utts— - Pres, dree - 

£tpOI. 1.6330 1.6300 

1 mth 1.6305 1.6274 

• 3 red) 1 JS 2 SB 1.6226 

1 r 1.6068 1.6040 


yen last month, and marks 
the first significant fall in 
Japanese foreign exchange 
reserves ter seven years. 

Analysts at ABN-Amro in 
London said: "The Bank of 
Japan will need to intervene 
aggres s i v ely over the coming 
days to give their on-going 
forex threats any market 
potency." 

■ Ireland's central bank said 
that Irish money market 
rates were likely to decline 
significantly with the 
approach of the start of 
European economic and 
monetary union (EMU). 

“By the start of monetary 
union, there will be no 
short-term wholesale inter- 
est-rate differentials across 
monetary union countries,” 
the ban it oaiH jjj its last mon- 
etary policy statement 
before the EMU start date. 
“It is likely that money-mar- 
ket interest rates are set to 
decline significantly in 
Ireland." 

The Irish punt slumped to 


•l&pan 

Gold and fcralgn exchange reserves 

<*W) 

220 



.-•■ W&1 92 83 86 86 98 87 98 

$otrar. CumraentfCV 

its lowest rate since Novem- 
ber 1996 against the D-Mark. 
Traders drove the punt as 
low as DM24162, or L3 per 
cent above Its central ERM 
parity. The punt closed at 
84.7 pence, its lowest level 
against sterling in more 
than eight years. 

■ The Indonesian rupiah 
weakened to record lows set 
after the Indonesian govern- 


ment released its budget for 
the year to March 1999. The 
rupiah closed against the 
dollar at Rp7S00. a loss of 
Rp775 from Monday’s figure. 

The government said its 
budget estimates were based 
on an exchange rate of 
Rp4000. Analysts said the 
currency’s current level 
made many budget predic- 
tions look optimistic. 

However Mar’ie Muham- 
mad. the Indonesian Finance 
Minister, defended the esti- 
mates, saying the rupiah cri- 
sis was a short-term prob- 
lem. Indonesia’s current 
account deficit was esti- 
mated to narrow to $5.396bo 
in 1998-99. from $6.34ba in 
1997-98. 


■ OTIgR CURREMCffiS 

Jaa 6 r S 
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UA£ 5.9958 ■ 69989 35728 - 36731 


■ The Czech koruna fell to a 
new low against the dollar, 
prompting fears of central 
bank intervention. 

After reaching a new low 
on Monday, the koruna 
slumped to K&36.10 against 
the dollar yesterday, before 
recovering to KC36.02 - a fall 
of 1.4 per cent. A Czech 
National Bank (CNB) spokes- 
man said the currency's 
weakness was the result of 
turmoil in Asia. 

■ The Reserve Bank of India 
(RBI) ordered dealers to 
square off long dollar posi- 
tions, and intervened 
heavily to support the rupee 
yesterday. The RBI said 
banks should end every day 
with square positions in the 
currency market until fur- 
ther notice. 

The RBI was said to have 
intervened in the spot and 
forward markets. Analysts 
estimated that the RBI’s 
intervention in the swap 
market to be worth S200m to 
$300m. 


MONEY RATES 

January 6 Over One Three Six One Lamb. Die- Repo 

nighr month mrha mths year Mur. rule rate 


Belgium 3” 3* 3% 3£ 3£ 6.00 275 

franca 313 3h 35 32 35 4.60 - 3.10 

Garmaiy 3i 34 3.J 3fa 3£ 4 JO 2 JO 350 

Man* 6 i «ft 6 5^ 5 - - 6.75 

Italy 6 $ Bi 5“ 5% 5* 7.00 5^0 6.17 

Netherlands 3b 3 Vi 3V JS 4 - 2.75 330 

Switzerland 41 IV* 1 ; ij 15 - 1.00 

US 5% 5% 52 53 M* - 5.00 

Japan to '• ’ •> to - 030 


■ S LIBOR FT London 

interbank Fixing -.55 S R S! 
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EURO CURRENCY INTEREST RATES 

Jan 6 Short 7 days Ora Throe Six One 

notice month months months yea 
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POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FOR/.' ARC AGAINST THE-.DOLLAR 


Ooshg Chongs BWofler Days MM One month Tina 
■rtd-pofcn nn day spread high low tee %PA tes 


monfl t Ons year Bank of 
%PA tea MPA Eng. index 


Closing Change EUd/ofTer 
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1.1761 

15 
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■ ONE MONTH EUROMAflK FUTURES (UFFE)‘ DM3m points Of lOOHi 


Open Sett price Cnange High Low EsL vo» Open inL 
Jan 9646 -031 O 633 

Fsb 95.38 -031 0 133 

Mar 98.30 - 0.01 0 100 

Apr 96.27 -0.01 0 50 

■ THREE MONTH EUROURA FUTURES (UFFET LI OOOm pouts of 100% 



Open 

Sen price Change 

High 

Low 

Esl. vol 

Open (tL 

Mar 
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94.60 

+ 0.01 

94.63 

0455 

16686 

155736 

Jun 

9531 

95.31 

- 0.01 

9535 

9527 

13292 

132023 

Sep 

9557 

95 59 

-a 02 

95.63 

9556 

5651 
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Dec 

95.57 

95.60 

- 

95.B4 
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4225 
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Open 

Sett price Change 

High 

Low 

Esl voi 

Open im. 

Mar 

9828 

9832 

+ 0.02 

9834 

9827 

15218 

73457 

Jun 

98.12 

98.16 

+ 0.02 

96.17 

98.11 

6398 

30664 

Sep 

88.02 

98.03 

+041 

9804 

97.98 

1125 
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Dec 

97.80 

97 87 

+0.03 
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■ THREE MONTH EUROYEN FUTURES (UFFE) YIDOm poreta of 100 % 
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■ THREE MONTH ECU FUTURES (UFFE) Eculm points Of 100% 
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Sen price Change 
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Est vol 
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95.54 

9557 

. 
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95.54 

1418 

6990 

Jun 

85.55 

9557 
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95.57 
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95.56 
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- 0.01 
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95.55 
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95.67 

95.68 

- 0.02 
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■ EUROLRA OPTIONS (UFFE) LI 000m points of 100% 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

Mar 

“ PUIS “ 
Jun 
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9460 

020 

0.85 

1.12 

010 

0.04 

0.03 
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0.08 

0.63 

0.90 
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0.07 

0.06 
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0.03 

0.42 

0.68 

0A3 

an 

0.09 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 
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.1138 

Germany ; 

(DM) 

2043 

.3406 
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Open Lstat 
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Change High Low EsL vol Open tnt 

+03011 0.7607 0.7520 24237 99.010 
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COMMODITIES AND AGRICULTURE 


Baltic Exchange plans new index 


By Gary Mead 


The Baltic Exchange has decided to 
launch a new index of key interna- 
tional oiJ freight routes. Yet to be 
formally named, the index will prob- 
ably be launched in February and is 
likely to cover tankers with a capac- 
ity of 200.000 tonnes and above, 

London's ship-broking community 
has been full or speculation that the 
London-based exchange would cre- 
ate such an index, but confirmation 
that it will happen was made yester- 
day to the Financial Times by Jim 
Buckley, chief executive. 

The decision is likely to sharpen 
growing rivalry between the Baltic 
Exchange and the London Tanker 


Brokers Panel (LTBP). a group of 
brokers some of whom are closely 
associated with the Baltic Exchange. 
The panel has been r unning its own 
tanker freight pricing settlement 
system for many years. Although 
available only to fee-paying clients, 
the system has gained considerable 
respect in the shipping industry. 
However, since November the LTBP 
has been conducting trials to see if it 
can generate its own tanker freight 
index. 

According to some ship brokers, 
the Baltic Exchange's decision has 
partly been prompted by the LTBP’s 
efforts to generate a broader tanker 
index. Mr Buckley said the Baltic's 
new index would "act as a pricing 


mechanism and deliver transparent 
market information” The new daily 
indicator will comprise an average of 
various reports from 10 or so of the 
Baltic's panellists around the world, 
be added. 

The Baltic's move to create a 
tanker index comes at what many 
traders and shipping brokers believe 
is a crossroads for the shipping 
freight futures market generally. 

The Baltic Freight Index, on the 
London International Financial 
Futures Exchange, has provided a 
yardstick widely used in the ship- 
ping industry, but the futures con- 
tract linked to it has been strug- 
gling. Comprising a broad spectrum 
of dry cargo routes, in the first nine 


months of 1997 it saw an 15 per cent 
drop in volume: daily average trad- 
ing volume was less than 2G0 lots. 

Many shipping freight brokers are 
now more actively involved in trad- 
ing freight forward agreements or 
FFAs, principal-to-principal con- 
tracts based on specific routes rather 
than an index. It is understood that 
the Baltic's tanker indicator will not 
be associated with iafle. 

Several freight brokers formed the 
FFA Brokers Association, which is 
administered under the auspices of 
the Baltic Exchange, in September. 
The association was created partly 
to explore ways of developing more 
flexible shipping freight derivatives, 
including tankers. 
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Winchester outraged 
by Codelco action 


By Clay Haris 


Charlie Vincent co-owner of 
Winchester Co mm odities, 
the broker at the centre of 
the Sumitomo Corporation 
copper scandal, yesterday 
dis miss ed as "outrageous" a 
legal action brought by 
Codelco, the Chilean state 
copper producer. 

C-odelco claims to have 
lost $100m through unau- 
thorised dealings by Juan 
Pablo Davila, the former 
head of its futures depart- 
ment. The affair echoes that 
of Sumitomo, in which the 
Japanese trading group attri- 
buted losses of $2.6bn to 
Yasuo Hamanaka, its former 
chief copper trader. 

Codelco is suing Mr Vin- 
cent. four companies in the 
Winchester group, and Vul- 
cania, a company registered 
in the British Virgin Islands. 
Its action in the High Court 
in London seeks compensa- 
tion for the defendants’ 
alleged “dishonestly assist- 
ing” a breach of fiduciary 
duty by Mr Davila. 

Mr Vincent said the allega- 
tions were wholly without 
foundation. “I look forward 
to the court hearing that will 
clear my name of these 
defamatory accusations. If 


they're trying to rattle a 
cage to get a settlement, it 
ain't going to work. Not a 
dollar, not a dime, not a 
nickel will Dow from Win- 
chester’s coffers or Charlie 
Vincent's coffers to 
Codelco." he said. 

Codelco has sued other 
brokers that did business 
with Mr Davila. Merrill 
Lynch settled for 525m last 
year. Suits against Sogemin 
Metals, a London trading 
company owned by Union 
Miniere of Belgium, and Ger- 
many's Metallgesellschaft 
are pending. 

Mr Vincent said Winches- 
ter bad dealt for Codelco on 
only one day. January 4 
1994. when it sold 3.220 lots 
totalling 80.500 tons of cop- 
per In seven separate trades. 
Mr Vincent said he had ban- 
died the trades himself after 
being contacted by Winches- 
ter’s US office. Winchester 
had made losses on three a f 
the trades and had sweet- 
ened the terms of a fourth, 
because it was eager to 
please a new' client, he said. 

He repeated previous 
statements that he did not 
know who were the princi- 
pals of Vulcania, the off- 
shore company that bought 
some of the Codelco copper 


on January 4 and sold it 
back to Winchester the same 
day. But he said he partici- 
pated in any profits made by 
Vulcania when it traded on 
his advice. 

The Codelco deals were 
the subject of a two-year 
investigation by the UK's 
Securities and Futures 
Authority. After Winchester 
took legal action to force it 
to clarify its position, the 
SFA said in May 1996 it had 
“decided not to initiate disci- 
plinary action on the basis of 
the facts now before it”. 

This overturned its recom- 
mendation in November 1994 
that Winchester should be 
disciplined for providing 
“false, misleading and inac- 
curate information". 

Mr Vincent said Winches- 
ter bad co-operated fully 
with Codelco and there had 
been no correspondence with 
Herbert Smith, the Chilean 
group's solicitors, since 
August 1996. 

Codelco's writ, issued on 
New Year's Eve. had not yet 
been served on any of the 
defendants. Mr Vincent said. 
Although there was no 
imminent time limit under 
UK law, Codelco might have 
had its own reasons for issu- 
ing the writ by the year-end. 








Brendan Cert 

Charlie Vincent: looking forward to the court hearing 


COMMODITIES PRICES 




BASE METALS 

LONDON METAL EXCHANGE 

(Prices horn Amalgamated Meta/ Trading] 

■ ALUMINIUM, 99.7 PURITY {$ per tonnei 


Precious Metals continued 

■ GOLD COM EX (100 Troy oaj S/troy oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tomes; £ per tonne) 


SOFTS 

■ COCOA UFFE (10 tonnes.' E/tonnei 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME WO.OCCfcs; =ents/ttw) 


Cash 3 mths 

1471.5- 72.5 1499-95.5 

1483-84 1509-10 

1505/1465 

1458.5- 59.5 1487-5-08 5 


Close 1471.5-72.5 14 

Previous 1483-84 1 

High/tow 15 

AM Official 14505-59 5 14 1 

Kerb dose 1 

Open im. 264.809 

Total dally Urnover 103.034 
■ ALUMINIUM ALLOY IS per tonne) 



Sett 

Bay* 


0pm 


Sett 

Bay's 



Open 


Sett 

Days 


Open 


Sett Day's 

Open 


price changa High 

tow Vd tat 


price change tagb 

Low 

Vol 

Id 


prim change 

High 

Low Vol tut 


Price change High Low Vd 

IBS 

Jan 

281.6 

-0.4 

- 

- 10,339 2 

•tan 

80 65 

+0.15 80.90 

80.65 

26 

91 

Mar 

1049 

-6 

1053 

1037 2270 65.681 

Feb 

64 125+0200 64 600 6380013.307 

45272 

F tb 

282.3 

-0.4 

285.5 

281.5 54,246 96.752 

Mar 

83.00 

-0.10 8340 

8300 

131 

3.064 

May 

1072 

-6 

1074 

1061 332 25013 

Apr 

67JSO+04OO 67.5SC 66.750 7,552 

29.042 

to* 

285.B 

♦IS 

286.9 

283.6 3J67 14821 

Hay 

85.00 

-0.10 8535 

85.00 

228 

3011 

Jut 

1092 

-5 

1094 

1081 537 12,192 

Jen 

67.375 +0.475 S7.HK! 66950 3077 

17358 

Jmi 

287.7 

+10 

2888 

285 2 1.443 12,374 

Jte 

87.00 

-010 87 J5 

87.00 

30 

478 

Sep 

1113 

-6 

1114 

1101 222 22.663 

/tag 

6S.30 +0.625 63 575 67.7C0 311 

7.153 

tom 

289 7 

+1.6 

28S.4 

288.4 65S 5017 

Sq> 

80.50 

+025 

- 

- 

38 

Dec 

1138 

+56 

1138 

1127 442 24065 

Oct 

70S25 +0 400 71.006 70400 531 

2.185 

Oct 

291.7 

+16 

- 

- 428 3.143 

Total 




440 

8014 

Mar 

1162 

-2 

1160 

1152 1020 17071 

Dec 

71.300+0300 7:&Q 71500 160 

393 

Total 




02^45188002 

■ WHEAT CBT (50(Xtou min; cemVSOtt) bushuft 

Total 




6,185181006 

Total 

28098 101043 

■ PLATINUM NYMEX (50 Troy oz.; Sriroy OE.) 

Mar 

324J0 

-6.50 331 50 324 00 

8,013 58,136 

■ COCOA CSCE (10 tonnes; Stonnes) 

■ LEAN HOGS CME (4C,0C0!fcs; cera/lbs) 


Close 

1340-50 

1360-85 

Previous 

1350-60 

1370-75 

High/low 


1365/1350 

AM Official 

1330-31 

1353-54 

Kertj dose 


1385-69 

Open inL 

5.393 


Total daily turnover 

1.434 


■ LEAD (S per tonne) 


Close 

558-9 

562-3 

Previous 

553-4 

557-8 

High/low 


563/S54 

AM Official 

544-5 

554-5 

Kerri close 


559-00 

Open int 

31000 


Total daty turnover 

10.086 


■ NICKEL ($ per tonne) 


Close 

5740-50 

583945 

Previous 

5840-50 

5940-45 

High/low 


5950/5775 

AM Official 

5705-10 

5805-10 

Kerri close 


5810-20 

Open Int 

58.038 


Total darty turnover 

23096 


■ TIN ($4>er tonne) 



Close 

5400-10 

5375-80 

Previous 

S355-85 

5365-70 

HigtVtovii 


5385/5370 

AM Official 

5400-05 

5360-70 


JM 356.6 -78 3820 355.5 101 384 

Apr 354.1 -8.3 364.5 354 J] 1,250 10.343 

Jul 352.1 -8.3 359 0 3515 30 317 

Od 352.1 -43 - - - IS 

Total 1,360 11,068 

■ PALLADIUM NYMEX (100 Troy oz.-, Mroy ozj 

Bar 200.00 -3.05 201.50 200 00 316 3.111 

Jen 196-00 -3JJ5 198.00 198.00 241 418 

Sip 195.00 -3.05 4 

TBM 319 3533 

B SILVER COMEX (6000 Troy oz.; Certa/frpy ad 

Jan 601 0 4-14.2 8109 587 0 33 32 

Bar 6085 +14.2 619.0 5835 16519 67.452 

Bay 607.0 +132 6160 588.0 489 7,338 

JdI 007.0 +13.2 6185 8065 181 7.354 

Sep 6065 +127 615.0 608.0 49 1576 

Dec 6055 +132 615.0 6060 158 7053 

TdW 16522 07,330 


33325 -6.00 33800 33200 1251 13.454 
339-50 -525 344.75 338.00 1,8*5 20,229 
34650 -450 35000 34600 9 1.076 


Dec 35850 -3.00 36250 35800 12 2598 


30 46 

11,130 95545 


MA I7F CBT (5500 bu min; c«TO/56!b bushel) 


Mv 28225 -350 26600 2B100 32.390167.131 
Nay 269.00 -3.75 27275 268.75 4563 52.283 

M 27425 -325 77750 274.00 4566 00.798 

Sap 27450 -350 276.50 274.00 385 7,682 

Dae 277.75 -150 279.75 277.50 1.640 31,608 

Bar 283.75 -350 2B550 28350 135 1.428 

TaM 43513 325547 


Mar 

15B7 

-9 

1594 

1562 8078 37045 

FeC 

57.405+0301 57 525 56.753 

2024 

21 353 

Hay 

1621 

-9 

1625 

1597 

800 20.952 

Apr 

55.800+0175 &3 900 56.1Z5 

rasa 

8002 

Ail 

1647 

-8 

1650 

1629 

239 5.285 

Jon 

63 725+0 400 63.775 B3.675 

1.318 

6.823 

Sep 

1675 

-5 

1678 

1653 

176 5.646 

Ad 

62000+0300 62050 62250 

164 

1.932 

Dec 

1704 

-2 

1706 

1680 

263 8.387 

Aag 

61225+0425 61290 =0.650 

69 

457 

Mar 

1729 

-24 

1730 

1778 

30 8J579 

Del 

57.K2 +0.425 57.30 

<0 

705 

Total 




10011 90082 

Total 


6.4W 

40075 

a COCOA nccoj iSDR's/tome) 


■ PORK BR LIES CME <4C,OOC2w. cente/lbs) 

Jan 5 



Price 

Riot, day 

Feb 

50000 -0175 51.000 40050 

934 

5.618 

My 



126194 

1284 68 

Mar 

49650+0.025 50.700 49.500 

24fi 

1.630 


■ COFFEE UFFE |5 tomes; S/tomei 


B BARLEY UFFE (100 tonnes: E per tonne) 


74.75 +0.25 

7750 - 7750 77.50 

7850 - 

7750 - 


60 

40 1.455 
ZO 
6 


Jn 1731 -15 1774 1700 624 4.397 

Bar 1698 -19 1750 1670 3.415 25.480 

May 1675 -20 1715 1650 76£ 8.042 

Jul 1663 -18 1695 1667 201 1.538 

Sap 1663 -18 1655 1655 20 647 

Ho* 1663 -18 1E63 16S3 G 38 

Total 5026 40,142 


May 50825 -0.475 51.150 50 400 93 1.189 

Jut 50-300 *0.100 50 600 50.009 99 723 

/tap 47.025 -0-025 40100 47.500 16 122 


1383 9095 


LONDON TRADED OPTIONS 

Strike price S tonne — CeBs — — Puts — 


ENERGY 

■ CRUDE OIL NYMEX (1,000 barrels. S/barret) 


Total 40 1,063 

■ SOYABEANS CUT 6LAQ&0 ffltt teSsffiQfc taaM) 


Kat) doae 5375-9 

Open tm. 14.897 

Total daty turnover 4.183 

B ZINC, special Mgh grade B par tome) 


L**a Oaya Open 

price c h ange Up In IM H 

17.08 +0.19 17.32 16.77 45090 118k 

1725 +0.11 17.53 1705 23.319 52048 

17.49 +0.12 17 65 1757 0-265 30020 

17.70 +0.10 17JQ 17-52 6,740 22,633 

1788 +008 17.98 17.73 5,443 35586 

1796 +004 1806 17.86 3225 21,306 

104,020418,911 


Jan 66125 -650 66850 860.00 6.489 10,154 
He 669.75 -425 875.58 807.50 26,630 57288 
May 876.75 -4.75 684.00 575.00 3097 27.117 

Jul 680.75 -4.75 687.50 680.00 2207 26.022 

Aug 67925 -425 686.50 67900 73 4.181 

Sep 66000 -1.00 671 JM 668.00 83 313 

Total 395B7 138067 


■ COFFEE ‘C CSCE f37.500ib5: cerfc/tosl 

liar 161.40 -9 30 1 71.50 158 00 6055 17. 

Hay 15650 -8.45 10550 155.00 956 5. 


161.40 -9 30 1 71.50 15800 6055 17.440 

15650 -8.45 10550 155.00 956 5.900 

151.15 -7.05 159 00 149 75 142 2,832 

145 65 -7 3E 153.00 145.00 177 U57 

141 15 - 7.35 149.10 1405 0 23 1225 

138.15 -7.35 - - 2 293 


■ ALUMINIUM 
199.7*6) LME 
1450 


Feb May Feb May 


SOYABEAN OR. CBT (BO.OOObjr cente/Ib) 


Total 

■ CRUDE on. ire (S/barrel) 
Latest Day's 


Close 

1058.5-600 

1082-84 

Previous 

10600-61.5 

1084-65 

High/low 


106471068 

AM Official 

1048 5-49 

1073-74 

Kerri dose 


1083-64 

Open nt_ 

78,793 


Trtal dally turnover 

28.931 


■ COPPER, grade A 0> per tonne) 

Close 

1682 -83 

1692-93 

Previous 

1867.5-685 

1696.5-96.5 

Hkgti/low 


170271680 

AM Official 

1649.5-50.5 

1680-81 

Kerb close 


1692.5-03.0 

Open nL 

147^78 


Total daiy turnover 

74/115 



latest Day's Open 

price change Mgh Low Vo! ft* 

1550 +0.11 1623 1955 31.439 68.717 

16.07 +0.09 16.39 15.71 190B2 51565 

16-23 +0.05 16.50 15^2 6.756 20011 

16J7 +0.02 16-55 1607 1.480 13779 

1655 +0.04 16.60 1625 2218 19.494 

18.70 +0.05 1873 16.38 80S 7,980 

nta n/a 


■ HEATING OIL HYHEX (42000 US fffc; BUS gafcj 


B LME AM Official E/S rate: 1.8295 
LME Cte3hig OS rate: 1.B330 

Spot 1 6335 3 ntc 1 8265 6 rate 1.6189 9 note 1.6120 


Latest Day's 
prior cha nge Mgh 

48.15 +023 48.70 
48m +0.37 4820 
48.70 +0.32 49.00 
4825 +0.37 4825 
4900 +0.47 4940 
48.50 +052 50.00 


Open 

Low lM W 
47.65 1EL558 BZ068 
4800 6.161 24,591 
4025 2275 14,773 
4855 1,775 8553 
4865 2,877 13.07D 
4885 2,564 8016 
36591 164,670 


HIGH GRAPE COPPER (COMEX) 

Sett Bay's 
price change Mgh Low IM M 

a 75.40 +0.05 7555 74.75 236 1.710 

b 7820 +0.35 7820 75.40 97 2.474 

IT 7870 +0.30 7625 7820 80QB 35520 

r 7720 +0.20 7720 7850 21 1588 

If 7770 +02S 7755 7650 487 5,417 

n 7820 +025 7S.IS 77.55 14 1565 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Ptteaa supplied by N M Bothscrtto) 


OaUfTfoy oz) S price E equtv SFr equlv 


Ck»e 281.60-282.10 

Opening 281.5043100 

Martng fix 28150 173.192 416.977 

Afternoon fix 28250 173284 417554 

Day’s High 2842D-284.E0 

Day's Low 26035-29975 

PrwtOLH dose 283.40-28890 

Loco Ldn Mean Gold Lending Rates fWs USS) 

1 month -...3.93 0 months 352 

2 months 832 12 months ._3.91 

3 months .„.3-91 

Sttver Ft* p/troy oz. US ets equiv. 

Sm 369.00 60230 

3 months 371. OS 60125 

0 months 37125 593.95 

1 y«r 37025 58255 

Gold Co*Ae $ price E equtv. 

K'PSwrand 28950+Z9250 177-179 


173.192 410.977 
173234 417554 


TBB 36591 164/870 

■ QAS OIL ffE S/tonne) 

Sstt Dafs Open 

price d ong a Ugh law Vd lot 

Jen 144.3) -12S 146.75 1<Z2S 8599 21251 

U 14825 -1.25 14025 14420 9.242 19222 

Mo 148JM -100 14850 14525 2.643 11.515 

Apr 149-50 -100 15050 147 25 1,453 6.486 

Nay 151 .DO -125 152.00 14850 998 3280 

Jan 152.00 -125 15250 149.75 1060 11,485 

Ttftal 25580 92-141 

■ NATURAL QAS PE ffJQfl Bang gqpyglww) 

Feb 15050 -0050 15200 14550 120 3,475 

Bar 10550 -0570 11200 10.900 5S 2J1D 

ToW 1525 18715 

■ NATURAL CAS HYMEX (10000 — Bte; SftMttu.) 

Latest Day's Open 

prten daage Up In W U 

Ft* 2210+0.003 2250 2175 25212 41,468 

** 2190-0.003 1230 2160 fl.7S3Z7.163 

Apr 2130 -0.011 2175 2120 3.113 11159 

Nay 2120-0016 2165 2115 963 9,783 

■AN 2120-0018 2165 2130 694 9,432 

M 2125 -0.018 2160 2125 500 10,000 


Jan 

2426 

-0.53 

24.80 

2432 

8344 4.130 

Bar 

24.53 

-0.59 

2517 

2401 

9020 56338 

May 

24.B9 

-0.52 

25 40 

24iS 

567 18,464 

Jul 

25.13 

-145 

2S.52 

2507 

320 12,169 


2505 

-045 

25.50 

2500 

100 3,717 

Sep 

Total 

2501 

-030 

2530 

25.00 

66 1018 
15950 9900 

■ SOYABEAN NEAL CBT (100 tens; S/ton) 

Jan 

199.0 

-1.4 

202.4 

18B.5 

5080 13301 

■Bar 

197.1 

-1.1 

2003 

1960 

9,911 43317 

Bat 

197.4 

-05 

199.9 

137.0 

1,786 24037 

Jul 

1990 

- 

2020 

1993 

923 16034 

Aog 

201.1 

+1.0 

2023 

2002 

38 5046 

SRI 

Total 

201.6 

+1 A 

2030 

201.0 

180 3381 
17048 112,119 

■ POTATOES UFFE (20 tomes; C per tome) 

Mar 

87.0 

-50 

_ 

_ 

_ _ 

Apr 

109.0 

-50 

J1ZD 

107X5 

48 1078 

May 

1190 

-5.0 

_ 

_ 

77 

JUD 

1290 

-5.0 

_ 

_ 

_ 

Nov 

TOW 

550 

” 

- 

- 

48 1,195 


Dec 14115 -7.3S 149.10 14050 23 1 225 

Bar 138.15 -7.35 - - 2 293 

Total 7,553 29077 

B COFFEE (ICO) IUS cems/pound) 

Jan ® Pin*, day 

Comp rtafly 13965 nfc 

15 day average 12992 n/S 

■ WHITE SUGAR UFFE (50 tarn ear. S/torme) 

Bar 304J -0.1 3052 303.6 4.554 22807 

Kay 308.1 -06 309 0 307.5 1,008 7,405 

Aeg 310.4 -00 TI10 3100 68 5.018 

Oct J06.D -06 306.7 306.1 58 4.590 

D« 306.7 -07 307 3 306.5 61 215 

Total 5.741 40313 

■ SUGAR '«* CSCE (1 12000 bs; cems^bs) 

Mar 11.96 - 1207 11.9530.552 32750 

May 11.82 -004 11.90 11.80 3.161 34.037 

Jul 11.48 -004 11.55 11.47 1.380 30.731 

Oct 11.44 -0.03 11.50 11.43 972 26052 


■ COPPER 


(Grade A) LME 


1700 34 82 45 

1750 18 60 78 


1850 20 

1700 3 

1750 - 


11.96 - 1207 11.9530.552 92750 

11.82 -004 11.90 11.80 3.161 34.037 

11.48 -0.04 11.55 11.47 1.380 30.731 

11.44 -0.03 1150 11.43 972 26.852 

110S -0.03 11 39 11.35 247 7246 

11.31 -0.02 1143 1143 50 1430 

26482 194490 


■ BRENT CRUDE 

IPE Feb Mar Fat 

1600 - - 23 

1050 — 7 34 66 

1700. - 21 


96 

13 

32 

67 

33 

53 

45 

66 

80 

May 

Feb 

May 

110 

22 

46 

82 

45 

87 

60 

78 

93 

Mar 

Jar 

Mar 

- 

12 

- 

- 

45 

- 

- 

as 

- 

May 

Mar 

May 

78 

21 

29 

61 

32 

39 

49 

47 

52 

Mar 

Feb 

Mar 

- 

23 

S3 

34 

56 

- 

21 

- 

- 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) +or- 


COMMODmES NEWS DIGEST 


Grain imports b] 
China set to rise 


i By Kenneth Gooding, Robert 
1 Coreme and Gary Mead 


Gold's price was “fixed" in 
London yesterday morning 
at S281.S0 a troy ounce, a 
level not seat since July 3. 
1 1979. It recovered a IrtOe to 
dose at S232JJ5. down 81 
from Monday's close. 

Traders said the fall to an 
lS'/~year low was caused by 
investment fond selling and 
by Australian producers 
hedging future output. 

In contrast, funds were 
buying silver and it dosed 
in London 23 cents, or 
nearly 4 per cent, higher at 
S6.15 a troy ounce. Dealers 
suggest a syndicate is intent 
on driving silver’s price up 
to S7 or even S8 an ounce 
and in December it touched 
an eight-year peak of $6.19. 

On the London Metal 
Exchange copper touched a 
four-year low. zinc was at 
its lowest since January 
1997, aluminium at its low- 
est since November 1996. 
and nickel was at a price 
last seen in August 1994. 

Oil prices were steady in 
late London trading, but the 
underlying bearish senti- 
ment was evident by wide 
swings earlier in the day. At 
one stage the international 
bellwether Brent Blend for 
February delivery hit a 
30-month low of SI 5.57 a 
barrel, down 39 cents from 
the close on Monday, but in 
late trading on London's 
International Petroleum 
Exchange February Brent 
was at SIS a barrel, up four 
cents on Monday's close. 

Coffee and cocoa futures 
were pushed lower yester- 
day on the London Interna- 
tional Financial Futures 
Exchange. March cocoa 
closed at £1,050 a tonne, 
down £5 but much improved 
from the low point of the 
day of £1,037. 

March coffee ended down 
57 at SI.710 a tonne, having 
touched 51,750 earlier. 


Rapid economic growth in China will drive up grain V , 
imports from 9m tans to 24m tons in 2005 a leading Chi- 
nese forecaster said yesterday. Jikun Huang, director of 
the Centre for Chinese Agricultural Policy, said imports 
would then stabilise at between 25m and 27m tonnes. - 

"China will neither empty the world grain markets, nor 
become a major grain exporter” he told a farming confer- 
ence in Oxford, England, "instead it is probable that: 

China will become a more important player in world 
grain markets as an importer in the coming decades." 

Mr Huang's scenario assumed grain consumption would 
rise 1.47 per cent a year to 594m tonnes in 2Q20. 44 per 
cent higher than in the mid-1990s. With supply gradually 
failing , imports would surge to 24m tonnes by 2005. 

Increased consumption would be largely in the form of 
feedgrain far animals, which would rise as a proportion of 
total grain use from 22 per cent in the mid-1990s to nearly 
40 per cent in 2020 as C hina ’s L2bn consumers more than 
double their red meat consumption. 

Projections of very high levels of imports by 2020 were 
plausible only if agricultural investment declined and the 
government did not stimulate production as imparts rose 
- a scenario Mr Huang discounted. He said investment in 
research and irrigation had recovered in recent years. 

After 2010, Imports would probably level out as increased • 
urbanisation and declining population growth slowed 
down demand and domestic supplies increased. 

“Although there are a few scenarios that predict fairly 
large import levels, China will not become too large a 
player in the world market in view of its own domestic 
needs and the relative size of current world market . 
trade.” he said. World grain prices would rise in the event 
of big Chinese imports, which would in turn dampen Chi- 
nese demand and stimulate domestic supply. 

There could be foreign exchange constraints on import- 
ing large quantities of grain and China's infrastructure 
could be incapable of handling them. Also. China's lend-' 
ers would continue to press for self sufficiency as a cen- 
tral goal of agricultural policy. Alison Maitland 


■ ALUMINIUM DISPUTE 

Compromise reached in Guinea 


Compromise has been reached in the dispute between the 
government of Guinea in west Africa and the aluminium 
companies in the Frialco consortium over the future of 
Friguia. Guinea's alumina producer. The government is 
expected to reduce its 49 per cent shareholding in Friguia 
to 10 or 15 per cent and a new managing director, who 
commands the respect of both sides, will soon be 
appointed. He is a non-Guinean national but does not 
work for any of the consortium members. 

Two of Frialco 's members. Hydro Aluminium of Nor- - 
way and Noranda of Canada, are likely to withdraw. Fech- 
iney of France, another member, is to give up its techni- 
cal contract with Friguia, handing over to Kaiser of the 
US. which will work in dose association with Alcan of 
Canaria the fourth member of the consortium. The gov- 
ernment previously com plain ed that Pechiney’s work was 
too expensive while the consortium suggested the govern- 
ment was preventing it from naming Friguia in the 

most efficient way. Kenneth Gooding 


JOTTER PAD 


: -r x ■■ 


CROSSWORD 

No.9,574 Set by DOGBERRY 



■ COTTON NYCE (50.00«bs: canta/lbs) 

Mar 68.49 +0.95 68.90 6740 6480 41.749 

BSf 69 77 +€.97 7010 68.55 1.084 14.993 


7053 +0.89 7140 69.77 1 422 14.785 
7263 +0 48 77.75 71.92 1ST 1.455 


Etaba Si3.93-4.03 -0475 

Brent Btena (dated) Si 5.42-5.44 +0.950 

Brent Blend (Fee) SI 5.97-5.99 +0.005 

W-T.l. Si 7.04-7.00 +0.110 

B OIL PRODUCTS NWEpranpt Mtveiy OF (lomej 


FREIGHT (BIFi-fcjq UFFE (SlQ/lndex point] 


Jn 

1190 

-25 

1220 

1180 

19 

849 

Feb 

1195 

-30 

- 

w 

_ 

188 

Mar 

1210 

-5 

1210 

1208 

134 

12 

Aw 

1270 

-5 

- 

_ 

_ 

444 

id 

1150 

. 

- 

- 

_ 

123 

Total 

Clou 

Pm 



153 

1^9 

BH 

1228 

1232 






7130 +0.16 7164 7240 7.153 13.743 

74 2B +0.14 74.50 74 50 50 537 


10^87 87,846 


6 moffiti a 
1 year 
Goto Coo* 
Krugerrand 
Maple Leaf 
Now SovamtcFi 


US ets equlv. 

eoaoo 

60145 
598.95 
59245 
E equtv. 
177-179 


F» »#> l™ IW hd 

Ft* 1210 +€.003 1250 1175 25,712 41,488 

** 1190-0.003 1230 2.160 fl.753 Z7.163 

Apr 2.130 -0.011 1175 1120 3.113 13.159 

Hair 1120-0016 1165 1115 963 9,783 

AH 1120-0018 1165 1130 694 9,432 

JW 1125 -0.018 2.160 2.125 5D6 10,000 

Total 42836189431 

■ UNLEADED GASOLINE 

NTMEX(42jmiBnafc;olEflglL) 

Daft open 

P**w etonga HWi Inr to h 

ft* 62AS +059 53.00 51.60 11270 39.127 

Bar 53.10 +051 5130 5240 5.866 14477 

AW 55.70 +025 SLID 55.40 1719 14,408 

Ba/ 55-80 +030 5010 55SO 945 10,635 

■ten 55.60 +030 55.80 5530 398 7.690 

5530 +050 55 JO 5500 332 6451 


PULP AND PAPER 

■ PULPEX QMLX flJSS; 24 air dry tons) 

s* Oafs Open 

price danse Mg* Low W tot 

Bar 51575 - 516.75 503.00 101 359 

Jw 52700 +2400 53700 52100 75 290 

Tete/ n/a no 

FUTURES DATA 

Afl futums data Supplied by CMS. 


ORANGE JWCE NYCE (lS.OOOias: cems/te) 

n 77JO -0 90 7940 7740 1.405 1.434 

ir 80.20 -105 81 40 8000 7.312 Z11 15 

IV 83x0 -1.60 95.40 8300 562 6.099 

I 86-30 -1.10 88 00 86 80 330 4,058 

p 8525 -1.15 9000 9000 16 1.695 

V 92.00 -0.65 9150 9150 2 1,564 

M 9048 38,280 


Premium Gasoline 
Gas Oil 
Heavy Fuel Oil 

Naphtha 

Jet fuel 
Diesel 


S172-174 
Si 48-148 
S78-78 
S160-16Z 
S167-169 

S154-156 


NATURAL GAS (PsncMherrnl 


Barton (Jan) 1500-15 10 -0.50 

fttwteum M. London (01711 3S9 8792 

■ OTHER 


VOLUME DATA 

Open interest and Volume data shown tor 
contracts traded on COMEX. NYMEX, CBT. 
NYCE. CME. CSCE and IPE Crude Oil are 
one day In amsare. VWuma & Open Interest 
totals »e lor as traded months. 


Minor metals born Metal Bulletin 
European free marital. S per to In ware- 
house. urriesG otherwise stated (changes m 
brack**). Antimony: 99.65%. S per tonne. 
1,540-1,010. DlunutlL m/n. 9939%. tonne 
tote 3.00-305. Cadmium: rrtn. 99059b. 
eente a pound, 30.00-40.00. Cobalt: MB 
free mariwt rrtn. 99.8%. 2500-25.50; rrtn. 
990%, 17.90-16.40 (17.70-16.40). Mer- 
ewy: rrtn. 99.99%. S per flask. 140-150. 
Molybdenum: drummed moJybdto oxide, 
3.80-3.95. Selenium: min 99.5%, 3.00- 
300. Tungatan one stterdatd irta 66%. S 
per tonne unit. C1F. 40-52. VsreuSum: mm. 
98%. OF. 5.50-5.80. Ura niu m ! Nuexco 


INDICES 

■ Reutare (Base: 18/9/31 = 100) 

•ton 8 -ten 5 month ago year ago 
1748 2 1747.9 17gS0 1874.10 

■ CRB Futures (Base; 1967 = 100) 

Jan 5 Jan 2 month ago year age 

227.78 228.14 - _ 

B QSCI Spot {Base: TQ7Q E iQQ) 

Jan 5 Jan 2 month ago year ago 
171.58 17309 185.73 218.95 

UM WAREHOUSE STOCKS (tHUKSt 

Aftimnium +2^25 lo 624250 

A/ummiun aKv +560 to 430X 

Copper +2050 lo 339.900 

Laed +125 Kj 111/126 

Nickel 


+2.225 

lo 

624050 

+560 

te 

43000 

+2050 

IO 

339.900 

+125 

ro 

11MZ5 

+132 

-850 

IO 

to 

. 60054 
490.725 


Gold (per troy az£ 
Silver (per troy ca)k 
Platinum (penny oz.) 
PaBadtum (per troy oz.) 
Copper 

Lead (US prod) 

Tm (Kuaia Lunpur) 

Tin (New York) 

Cattle (Hue wtfgmj 
Sheep (Due weight] 

Pigs (iw wetghftt 

Lon. day sugar (raw) 
Lon. day sugar (wte) 
Barley (Eng. feed) 

Maoe (US Mo3 Yellow) 
Wheat (US Dark Norm) 
RUbOer (D«|f 
Rubtser (jan)f 
Rubber (XL RSS Noll 
Coconut Oft (Phl)§ 

Palm OH (Malay.)§ 
Copra (Ritl)§ 

Soyabeans (US) 

Cotton Cuuodk'A' todes 
WooUops (64a Super) 


ACROSS 

1 Nit-picker having tantrum 
about martial artist (6) 

4 Alert to capacity of time- 
piece? (8) 

9 Turn shoddy goods Into 
eggs (6) 

10 It’s smart to keep relations 
in rank (8) 

12 One about to be covered in 
compost as a beauty treat- 
ment (8) 

13 Black mark to old drunk (6) 

15 Reflected a little bit on the 
facts (4) 

16 Conventional scholar tak- 
ing this month's papers 
GO) 

19 Dynasty separating back- 
bone from meat in the city 
GO) 

SO Sight site? (4) 

23 Was harsh on radical har- 
bouring snake ffi) 

25 Long line for one starting 
to get into deeper trouble 
( 8 ) 

27 Given time sure to get such 
a title (8) 

28 The shade of one doing 
wrong (G) 

29 Fish on lake in bra and 
pants (8) 

30 River or spring (S) 


5 Singer on Venetian bridge 
wanting religious instruc- 
tion (4) 

6 Blend 2D into 3D figure (8) 

7 Barely audible collapse (5) 

8 Space between seats for the 
Gallic newly-wed (3-4) 

11 Settle for a king called 
Edward the First (7) 

14 Not gainfully employed in 
getting single silver 

implant (7) 

17 Knowhow makes for sexier 
pet (9) 

18 Tbe last chance left to 
one’s cat (8) 

19 Fish on plate may be hard 
to lift (3-4) 

21 Labour keeping judge in 
clover (7) 

22 Person who’s strayed into 
South Central (G) 

24 Uncompromising at tbe 
back (5) 

26 Supposing America turned 
to religion? (4) 

Solution 9,573 


t per tin unass cowme stated, p panesflig 1 . e etna* 
r m Malayan Gencrtg y JnVFsb. uv J*. 

flijnjsn PhytiedL § Cf Retftnten. A Butetn matel 
doa • Qvmpe on mx*. leased an 3,916 hen/ q/ kb 
93U. 


DOWN 

1 Short immolation scene in 

centre of monument (7) 

2 Looking up list - 
well-known source of 
explosion (9) 

3 Sign of attention (6) 


aaaaasB saoiDBaB 
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LONDON STOCK EXCHANGE 


Late rally leaves FTSE 100 up on the day 


FTSCAH^soe Index 




MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Another whiff of speculation 
about imminent corporate activ- 
ity saw London's equity market 
scramble back into positive terri- 
tory at the close of an erratic 
trading session. 

The late rally by the UK mar- 
ket confounded many observers, 
and took place against a back- 
ground of weakness on Wail 
Street, where the Dow Jones 
Industrial Average posted a 70- 
point loss not long after the Lon- 
don close. 

Such was the weight of buying 


interest in London just before the 
close that the FTSE 100. which 
was in negative territory until 
the last 30 minutes of the session, 
finished a net 1.9 up at 5.264.4 for 
its sixth consecutive gain. 

Takeover rumours again 
alighted on the financial sectors 
of the market where Bank of 
Scotland and Northern Rock, 
long-time bid targets, were big 
winners. 

The insurance sector, buffeted 
over the past couple of sessions 
by worries about big losses asso- 
ciated with the recent UK storms, 
was also pinpointed as an area of 
potential corporate activity. 

But a big late gain in Royal & 
Sun Alliance was attributed to 


speculation that the group may 
well emulate fellow insurer Legal 
& General in buying back Its out- 
standing convertible bond stock. 

Earlier, Footsie had come 
under pressure as some Asian 
stock markets displayed signs of 
further distress. Traders In Lon- 
don were also uneasy about Wall 
Street's performance on Monday 
where the Dow closed well off its 
session high. 

But dealers emphasised that 
there had been no real heavy sell- 
ing pressure. The market's sec- 
ond-line and smaller capitalised 
stocks made strong progress 
throughout the session. 

Both sectors delivered excel- 
lent performances, with buyers 


chasing the stocks on a mixture 
of takeover hopes and the search 
for good value. 

The FTSE 250 index ended a 
buoyant session 30.2 higher at 
43583 and the FTSE SmallCap 
was a comfortable 63 ahead at 

2335.3. 

Strategists pointed out that 
both indices had underperformed 
the FTSE 100 over the past 
month and year. Over the last 
month, the FTSE 100 gave a total 
rate of return of 5.6 per cent, 
compared with the FTSE 250's 3.1 
per cent and the FTSE Small- 
Cap's 2.1 per cent 

Over the year, Footsie showed 
a 23.6 total return, compared 
with the 250’s 10.1 per cent and 


the SmaliCap’s 9 J. per cent 

Once again, gilts helped under* 
pin equities with the market 
increasingly taking the view that 
UK interest rates will be left on 
hold after the monetary policy 
committee meets to determine 
Interest rate policy. The commit- 
tee's decision win be announced 
on Thursday. 

And the market stiS has to 
cope with two Important eco- 
nomic items from the US later in 
the week; producer price data 
and the non-farm payroll report 
for December. 

Turnover at 6 pm w as 82S.9m 
shares, with non-FISE 100 stocks 
accounting for 56 per cent of the 
total 


2.500 — — 

•2,*» 

2/Ofl T . — 

aabd/V- 
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Tumcwartiy wfeme jtniiswir.*; ' 




gum*# f**mn/Topz 




bxflces and ratio* 


FTSE 100 5264.4 

FTSE 250 485Sn 

FTSE 350 25263 

FTSE All-Share 2464.74 

FTSE AB-Shara yield 3.15 


FT 30 33913- >17.3 

FTSE Non-Fins p/a . ,20.51 20 . 52 

FTSEIOOFUt Mar. .5316,0 - +»n 
lOyrGBt yield :6.16 ■*. 650 

Long gtfi/equity yW ratio 1.66 . T38 


Best performing sectors 

1 Insurance 

2 . Diveraified bids 

3 Leisure & Hotels 

4 Life Assurance 

5 Tobacco 


Worat performing sectors 

4 Ott Integrated — — — : L;. -45 

2 Resources-™ ^-4.0 

3 OH Exploration _ 1.4 

4 Sedronic & Bee L.-0.7 

5 Teteaxnmi^Tfcatfans : __03. 


BP Wt 
by crude 
weakness 


By Peter John, Joel Kibazo, 
Martin Brice and Penelope 
Clayton 


A significant downturn in 
the price of oil sent the sec- 
tor rattling lower yesterday. 

The UK majors were the 
weakest performers in the 
London market and were 
responsible for taking mor e 
than 24 points off the FTSE 
100 index. 

And BP’s slide of 41 to 
765p. on turnover of 18m 
shares, was one of the big- 
gest ever falls for the stock 
in pc-nce terms. 

The importance of the sec- 
tor has been overshadowed 
tor the past year by the 
surge in banks and insur- 
ances. But yesterday's slides 
reminded investors that BP 
and Shell Transport account 
for more than 10 per cent of 
the Footsie, and analysts 
were predicting more upsets 
to come. 

Sell-offs were triggered 
late on Monday after Schro- 
der of the L T S added to the 
growl ng nervousness about 
underlying prices when its 
sector specialist cut his spot 
crude price forecast for 1998 
from $19 a barrel to an aver- 
age SIS. 

Nervousness intensified as 
Iraq's oil minister said be 
expected the UN-authorised 
oil exports to start again this 
week. Under an agreement 
made in December 1996. Iraq 


is permitted to export S2bn 
of crude every six months to 
finance food and medical 
imports. 

February crude fell deci- 
sively below Si 6 a barrel, 
representing a slide of more 
than 15 per cent since before 
Christmas. One oil anal yst 
commented: “It is difficult to 
see what is going to turn the 
oil price around in the near 
term." 

Then, in the UK. SocGen 
cut its current -year forecast 
from SIB to S17 - the bottom 
of the range of forecasts - 
and lowered its stance on 
BP. the UK major most 
exposed to upstream explora- 
tion activity. The broker 
reduced its rating on the 
stock to a “hold" from a 
“buy". Among other stocks 
in the sector. Shell fell 22 to 
426p, Lasmo 9 to 265p and 
Enterprise 12 to 574p. 


The shares gained 35 or 3.6 
per cent to 990p in trade of 
■L2m. Granada carried out a 
series of presentations for 
US institutions last month. 
Sentiment was also 
enhanced by several recent 
broker recommendations. 

A two-way pull in BSkyB 
led to the shar es easing to 
458p on volume of 2J2m. 


Banks switch 


Granada surges 

Late buying in Granada 
Group triggered speculation 
that the hotels and leisure 
giant could soon ann ounce a 
disposal. Various rumours 
circulated just ahead of the 
market close. Some dealers 
said Granada might dispose 
of Its holding of around 10 
per cent in satellite broad- 
caster BSkyB and raise 
about £750m. 

Another rumour suggested 
the group was poised to 
announce the sale of its pres- 
tigious Grosvenor House 
hotel in central London. 
That sale could raise 
between £300m and £350m. 

A large US investor was 
said to have been behind 
most of the buying, some of 
which was In traded options. 


One brave investor 
appeared to be taking a more 
positive view on the Asian 
downturn yesterday. Dealers 
pointed to a chunky switch 
out of Lloyds TSB and into 
HSBC, the Hong Kong bank 
which is also one of the big- 
gest constituents of the 
Hang Seng index. 

At the close of trading, the 
screens showed a block of 
8.3m Lloyds shares dealt at 
?76p a share, which was 
below the most competitive 


bid price. At the same time a 
block of 5.lm Hong Kong- 
denominated HSBC was 
traded at £15.18 a share. 

Lloyds closed 1314 off at 
794'/ip while HSBC finished 3 
weaker at £14.60 in the HKS 
stock and 7 better at £15.82 
in the UK -denominated. 

GKN was one of the best 
Footsie performers following 
confirmation 'that the Cana- 
dian government wonld 
order 15 of the EH101 heli- 
copters from the consortium 
of which GKN is a member. 

The news was not a sur- 
prise following the recent 
announcement by the Cana- 
dian defence department 
that the EH101 was the only 
helicopter that satisfied its 
search and rescue require- 
ments. Nevertheless. GKN 
gained 58 to £13.35, a rise of 
more than 4 per cent. 

BAe was up 8 at £17.85 
helped by news that its joint 
venture with Lagard6re, 


Matra BAe Dynamics, had 
won an order worth 
FFr4. 5bn from the French 
government for 500 long- 
range cruise missiles. 

Sentiment in the stock has 
been helped by the 
announcement from Airbus 
that it was likely to sell 235 
aeroplanes this year, np 
from 126 in 1996. 

Among transport stocks. 
Rail track. National Express 
and Stagecoach gained from 
a shift towards defensive 
stocks in the light of contin- 
ued concerns over Asian 
markets. Rail track gained a 
penny to 950p, while 
National Express was up 8 to 
697‘/:p and Stagecoach 
advanced 19 'A to B56p. 


BA takes off 


helped boost the tour opera- 
tors. Airtours broke through 
the £13 barrier to dose 12*4 
ahead at - £13.021i. First 
Choice Improved 3 to 109p. 

Albion, the mensweax 
manufacturer, rose 20 to 75p 
after announcing increased 
profits last year. Other com- 
panies in the sector were 
affected with Claremont 
Garments rising 314 to Top 
and Hay & Robertson 
increasing 13Vi to lS8 : ip. 

Food producer JLI gained 
7v* to 63Vip after Harrington 
Food Group announced a 
cash bid at 65p per share. 

Scottish Highland Hotels 
rose 8 to ISSVip following 
comments about encourag- 
ing occupancy levels in the 
first eight weeks of the year 
ending October 1998 


FUTURES AND OPTIONS 


■ FTSE 100 WPBC FUTURES (UFFE) £25 pertufl Index poir* - jAPh 

Open Sots price Change High Low Eat vet Open «. 


Mr 5291 D 5316.0 *22.0 53170 5251.0 

Jwi 5377.0 +22.0 

■ FTSE 250 INDEX FUTURES (UHH£) E10 porftJ Index point 


■ FTSE 100 MDEX OPTION 0JFFE] (-5264 ] CTO per M index point 


5100 SI GO 5200 - 5250 5300 5350 5400 5490 

C PC P C PC PC P C P^C PO P 
Jan ZB SJaWfe 394 133l2<W2 SB 65 69 8ft ftftllft Zft 151 
Fed 32ZVW1 2S3J 2 113»2 247 13ft21ft 151 188 ITftISft 192 132 218 1W Wa 
ter 335 141 v 322 159 29Z 17®! 2B2 19ft 232 2tft 2D26U*z1*lz 270 aft 
Apr 396-2 178 3602 1 97*233ft21 7*2»2*2 237*j Z72 2Sft 2*2 280*2 221 
Jurf 439 231 435 265*2 37112300*2 308*2 348 

CMS 2.330 PnS 2.608 

■ EURO STYLE FTSE 100 B4PEX OPTION (UFFEl CIO per Tull index point' ... 


5125 5175 5223 S27S 3323 6375 5425 5415 - 

Jm WI 31 151 ,4r 115 54*2 S3 72*2 56 35*2 35 1«h 1ft 159 11 .«ft 
Feb 295 1&ft 2HJ 119 2Z7 136 195 15312 168 175*2 1*2 199*2118*2225*2 96*2 235 
ter 339*2 151 306*2167*2 280 190 163 270*2 138 298 

Jm 480*2 23? 414 267 348*2 293 291 337*2 

Sept 581 276 502 314 467*2354*2 4111*2 393 

Q ta wa P lfe 469* - Untatfkq) bdu value. PrwnteM itwvm ora bated an retltanent prices. 


FT 30 INDEX 

Jan 6 Jan 5 Jan 2 Dec 31 Dec 30 Yr 


Jan 6 Jan 5 Jan 2 Dec 31 Dec 30 Yr ago Ugh low 

FT 30 33912 3373.9 3332.7 32813 3292.7 3791 A 34303 2688.8 

Ord. dhr. yield 3.3T 333 3.33 3.42 3.42 4.13 422 329 

P/E ratio net 21.93 21.75 21.46 21.19 21.23 1724 2233 15.80 

P/E ratio n9 21.63 21.46 21.16 20.60 20.94 17.08 22J» 15.71 

FT 30 snee comptnm 34303 5&TQ/97, it™ 49.4 264)6/40 Bxe Due; V7/3S, 


FT 30 hourly changes 


Opm 9 10 

It 

12 13 

14 

15 10 

High 

Low 

3374.1 3368.5 33566 33596 33696 3371.5 3379.7 

Jan 6 Jan 5 Jan 2 

3375.1 33902 33926 3354.1 

Dec 31 Dec 30 Yr ago 

SEAQ bargains 

19,127 

19.127 

10.127 

23664 

35621 

3a 504 

Equity turnover (Emit 

— 

NA 

NA 

NA 

778.3 

995.6 

Equity bargainst 

- 

NA 

NA 

NA 

27.459 

22,195 

Shares traded [ml)t 

- 

NA 

NA 

NA 

2806 

397.3 


tEidudng intra-nurtat and ovanooa nmn iwir but Induckng Cna nmovw. 
C FTSE bitnrnaQerul Lknted 1998. AM rigta maned -For 1907/90 


■ London nmrikot data 


Rises and fells' 32 Week highs and lows UFFE Ecprity options 

Total Rises 950 Total Highs 230 Total contracts 26,249 
Total Fals 669 Total Lows 70 Crfs 10.758 

Same 1.424 Puts 15.491 

Jan 8 -Data based an Equity shares listed on the London Share Service. 


CONTRACTS & TENDERS 


Chalmers University of Technology 


hereby invites contractors with knowledge of construction, hook-ups and 
clean room operation for microelectronics, to make known their desire to 
participate in a call for construction tenders far a ChaMEL project. 

Chalmers University ofTcchnabgy in Giitebarg is currently erecting a new building for the 
Deportment of Microelectronics. This project includes 160 offices for the deportment's 
employees os well as traditional microelectronics and physios research laboratories Exited 
directly to these offices. Akademiska HusAR is responsible for this building and will abo be the 
owner. Inside the building, Chalmers University of Technology will construct a dean room facility 
with dean room laboratories, installation support services and other support functions for die 
Chalmers Microelectronics Laboratory, ChaMELThe dean room laboratory will have an area 
of I 000 m 2 , maintaining clearness, class 10 -1 000 at the point of use. The total estimated 
cost excluding VAT, is in excess of SEX IIS million. 

Nature of the contract 

Design, construction, hook-ups and installation operation. 

Award procedure 
Negotiated procedure- 

Time schedule 

The memorandum for prequalification will be available from 12-12-1997. 

Qualification period: 12-12-1997 - 27-1-1998. 

Time limit for completion: 15-12-1997 — 20-1-1998. 

Contract period: June 1 998 (start of phase I) - December 2000 (completion of phase 4). 

■ Information 

Jerker Engman, Chalmers University ofTechnokagy. Fax: +46 3 1 772 56 60. 

E-mail: Jerker.Enj7nan@adm.chaJmer5.se. Project Infor mati on Is also available on the 
Internet on http://vNWw.edkarodiaImerc.5e/chameI/trivitttionJitnil 
Information about Chalmers University ofTechnology can be found on the 
Internet on http-7Awww.chalmerSLse 


Traffic figures from Brit- 
ish Airways were seen as 
decent but unexciting and 
the stock advanced 16 to 
606p, while P&O rose 15 to 
7l5p. Sentiment In P&O was 
helped by news that it had 
ordered two new cruise 
ships. Recent figures from 
Carnival Cruises of the US 
highlighted the growth in 
the cruise market 

There was increasing take- 
over fever in the financial 
sectors. 

Prudential Corporation 
was yesterday's stock of 
choice with a rise of 20 to 
820p backed by heavy vol- 
ume of almost 10m shares. It 
received some support from 
SocGen which recommended 
a switch Into the stock and 
out of Legal & General - 
Monday’s bid favourite. 

Leisure company Lad- 
broke was one of the best 
Footsie performers after the 
shares gained 14 to 288p on 
further consideration of its 
plans to acquire Coral, the 
bookmaker, from Bass. 

Olives Property, the prop- 
erty developer and trader, 
gained &/* to 38p after a bid 
approach. 

Reports of the flotation of 
Thomson Travel Group 


LONDON RECENT ISSUES: EQUITIES 


issue Aim 
price said 
P 'JP 


- f J. 
§253 FJ». 

§140 =P. 
§55 F=. 

- FA 
§ FA 


hS± 

sap 1997/98 

ISr-J ity. Las Stock 

- “ AEfef/tetOuMnt 

7U 284*£ 2S2fiOSogC 
£3 T9& 148*2 toCO Tecta 

11x 90 ES tBcnd md Stw 

12C 21*2 15*2 Scustead 

23c 73 53 Garland Comm 
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■ Mnjor Stocks yesterday. 


VOL DMfclB Oar'll 
000s pne* dan 


R7J> 2.0 33 104 
W- - - 240 


290 FA 46C3 273^ 25i*z Erergs 


23.1 136-2 123*2 tSaocft 4 Hoaego 136*: 


522 144lj is»*2 MjKseisad 

n £ 1 lull 1/nrW, 


§ FA 

- FA 
§128 FA 

§5 ?A 

- FA 
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Shares plagued by corporate profit woes 


WORLD OVERVIEW 


Dollar 


The multi-faceted nature of 
the Asian crisis was once 
again illustrated in the mar- 
kets yesterday. 

After rallying on Monday 
on the back of a stronger 
dollar and Treasury bond 
(both by-products of events 
in Asia), shares were hit as 
investors turned their atten- 
tion to the potential impact 
on corporate profits, writes 
Philip C-oggan. 

Estimates of US corporate 
earnings growth in 1998 are 
still running, in the eyes of 
“bottom-up" company ana- 
lysts at least at a challeng- 
ing 14 per cent. But profit 
margins seem likely to come 
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under attack from the loss of 
demand in Asia, the competi- 
tive challenge from Asian 
exporters and the tight US 
labour market. There thus 
could be a painful adjust- 
ment as the year proceeds. 


Earnings worries promp- 
ted the Dow Jones Industrial 
Average to open lower yes- 
terday. It was showing a Iks 
of 50 points and more by the 
time most European markets 
were closing. 


A further factor plaguing 
some parts of the market 
yesterday was the decline in 
the oil and gold prices. 

Sales by South Korean 
investors was one factor 
dragging down the bullion 
price; meanwhile, Asia’s cri- 
sis was cited, along with 
mild winter weather in the 
northern hemisphere, the 
increase In Opec production 
quotas and the imminent 
resumption of Iraqi supplies, 
as depressing the crude 
price. 

Shares in sectoral stocks 
were dragged lower in 
response with the Johannes- 
burg gold index falling 4.5 
per cent on the day. 

Asian stock markets were 


mostly weaker once again 
yesterday, with the continu- 
ing decline In most of the 
region’s currencies deterring 
those overseas investors who 
might be looking for the bot- 
tom. Malaysia and Singapore 
were the region's worst per- 
formers. 

Most European markets 
traded lower, with the FTSE 
Enrotop 100 index Calling 03 
per cent, but the Irish mar- 
ket defied the trend to set 
another all - time high. 

The dollar's rally stalled 
yesterday, after a peak of 
Y134.3 overnight, but the US 
currency's recent strength 
remains a strong source of 
support for continental 
bourses. 


The European team at 
NatWest Markets said: ,r We 
can expect a further year of 
good performance in 1998, 
although gains are likely to 
be limited to between 10 and 
15 per cent” 

“We continue to favour 
the Emu convergence plays 
of Italy and Spain as lower 
short-term rates bring about 
a portfolio shift towards 
equities. 

“The more diverse nature 
of the French market, 
together with its lower valu- 
ations, is the reason why we- 
maintain our preference for 
this market over Germany, 
the Netherlands and the eco- 
nomically sensitive Nordic 
markets.” 


Financial 
stocks suffer 
as Dow 


Paris dented by weak 
oils and profit-taking 


Softer 
rand and 


drops 


EUROPE 


FTSE Actuaries Share Indices 


European serie 


AMERICAS 


US stocks followed overseas 
markets downward yester- 
day. Financial stacks were 
especially weak and the Dow 
Jon es Industrial Average 
hovered at the 7,900 points 
level, writes John Labate in 
New York . 

“We're seeing a combina- 
tion of bad news from the 
Far East coupled with gener- 
alised concerns about corpo- 
rate earnings, " said James 
Weiss, deputy chief invest- 
ment officer of equities at 
State Street Research in Bos- 
ton. 

Although the fourth quar- 
ter results season does not 
begin until next week, sev- 
eral companies have issued 
pre-announcement warnings, 
putting pressure on shares. 

By early afternoon the 
Dow bad lost 77.72 or 0.97 
per cent to 7.900.57. The 
broader Standard & Poor's 
500 index was down 11.21 or 
1.15 per cent at 965.84. 

Leading the Dow lower 
was J.P. Morgan, which fell 
$4ft to Sill ft. Other banking 
stocks were also hit after 
analysts at Merrill Lynch 
scaled down 1998 earnings 
per share estimates for 
Chase Manhattan, Citicorp 
and BankAm erica. 

Shares of Citicorp plunged 
more than 5 per cent or $7V, 
to $123’/, while Chase fell 
S5ft to $106%. 

Goldman Sachs pared its 
1998 earnings per share esti- 
mates for major oil compa- 
nies including Exxon, 
another Dow stock, which 
lost Sift to $59%. Chevron 
also fell $2ft at $73%. 

Following Monday’s rally 
in US Treasuries, bonds fell 
back by early afternoon, 
with the 30-year bond down 
% to 105%, sending the 


yield up to 5.763 per cent 

A morning announcement 
by Federal Express that it 
would be raising US rates 
sent its shares up $2V. to 
S63?i. 

Technology shares pulled 
back after rising yesterday, 
sending the Nasdaq compos- 
ite index down 14.68 or 0.92 
per cent to 1.579.46. Semicon- 
ductor shares lost ground, 
with the Philadelphia Stock 
Exchange's semiconductor 
index off 7.59 to 271.49. 

Apple Computer fell to 
$14)2 at the start of a trade 
show. Software maker Ora- 
cle was down Sj£ to $22 ft 
while rival Microsoft was off 
$H at $130%. 

Small company shares 
were weaker as well as the 
Russell 2000 index was down 
4.08 or 0.93 per cent at 432.98. 

TORONTO lost ground, 
pushed lower by the dull 
start on Wall Street and a 
shake-out for the heavy- 
weight golds sector which 
faded on weak bullion. At 
noon, the 300 composite 
index was off 71.30 at 
6,670.80. 

Dealers said volumes were 
mostly modest and that in 
the thinnish conditions the 
morning's fairly limited sell- 
ing sent shares lower across 
the board. Golds were clear 
losers, and there was no 
shortage of red pencil among 
banks. 

Among golds, Barrick shed 
35 cents to C$24.95 and 
Placer Dome lost 20 cents to 
CS16.60- Royal Bank of Can- 
ada fell 45 cents to C$79.00. 
Bank of Montreal 30 cents to 
C$84.60 and Toronto Domin- 
ion 10 cents to C$55.90. 

Newbridge Networks 
added another C$1.05 to 
C$55.40 on Monday’s news of 
a marketing link with Hew- 
lett-Packard of the US. 


Broad-based profit-taking 
combined with sharp falls 
for the oil heavyweights sent 
PARIS lower in another ses- 
sion of solid volume with 
16m shares changing hands. 

Oil price weakness and 
broker downgrades laid a 
heavy hand on Total and Elf- 
Aquitaine, which have been 
weak lately as the price of 
Brent Blend, the North Sea 
benchmark, has slipped 
closer to $15 a barrel. 

Total came off FFr39.00 at 
FFr638 and Elf shed FFr57 or 
7.9 per cent at FFr663 in 
2.1m shares traded in spite 
of another strong day for the 
dollar. Between them, they 
accounted for 20 per cent of 
the slide in the CAC 40 
index, off 35.11 at 3,037.73. 

Lagardere was the leading 
upside feature, gaining 
FFr6.00 or 2.9 per cent to 
FFr213 after confirmation its 
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Sao Paulo drops back 


Latin American centres 
moved steeply lower on a 
revival of currency worries 
plus downside pressure from 
Wall Street's weak opening. 

SAO PAULO ran into sub- 
stantial profit-taking after 
the recent rally and at mid- 
session the Bo vespa index 
was off 455 or 4.3 per cent at 
10,152. Telebrds was a fea- 
ture, sliding 4 per cent to 
RS126.40. Dealers said there 
were signs of investor ner- 
vousness ahead of the 1997 
results season. 


MEXICO CITY moved 
lower in light volume with 
the IPC index falling 112.14 
or 22 per cent to 5.087.49 at 
midsession. 

The main talking point 
was a shakeout at Televisa, 
which came off 8 pesos to 152 
pesos on rumours that two 
leading executives planned 
to defect to rival broadcaster 
TV Azteca. TV A eased 30 
centavos to 44 pesos. 

BUENOS AIRES was 13.61 
lower at 667.49 on the Merval 
index at midsession. 


UK joint venture had won a 
FFr4.5bn missiles order. 

Publicis surged FFr35.00 or 
7.3 per cent to FFr517 after 
the advertising company 
announced that turnover 
and profits this year would 
achieve d ouble -digit growth. 

FRANKFURT’S two-day 
rally came to an abrupt end 
as shares foiled to consoli- 
date above Monday's close. 
Having opened 10 points bet- 
ter. the Xetra Dax index 
closed 56.9 lower at 4,360.05. 

Volumes were thin with 
activity dampened by public 
holidays in Germany's Cath- 
olic states. Dealers said 
investors were also sitting 
on their hands ahead of US 
economic data this week. 

Asian worries did nothing 
to help pharmaceuticals 
maker Schering, which is 
heavily exposed to the 
region. Having fallen on 
Monday after the group 
warned Asia's problems 
could affect profits, the 
shares lost a further DM7.90 
to DM171.60 for a two-day 
decline of 5 per cent. 


Chemicals shares were 
among the most actively 
traded. Bayer lost DM2.70 to 
DM70 after Goldman Sachs 
cut its forecasts and warned 
that the company was facing 
a gap in its drugs pipeline 
over the next two years. 
BASF gained 38pfg to 
DM67.42 and Hoechst lost 
50pfg to DM66.90. 

Motor stocks, in the news 
because of the Detroit show, 
were broadly lower. Volks- 
wagen lost DM32 to DM1.045 
on mixed sentiment. Some 
traders were positive after 
Monday's presentation on 
the new Beetle while others 
warned that the Rolls-Royce 
row hit VW's chances of 
buying the luxury carmaker. 
Daimler-Benz was DM1.50 
lower at DM133.20 and BMW 
DM26 at DM1.374. 

AMSTERDAM ended 8.83 
lower at 930.28 on the AEX 
index after selected interna- 
tionals ran up against profit- 
takers. Royal Dutch fell 
FI 4.70 or 4.2 per cent to 
FI 108.60 on worries about 
weak oil prices. 

ING. a prominent broker 
tip for 1998, made upward 
progress, rising FI 1.50 to 
FI 91.80. Foods group CSM 
was the day's strongest fea- 
ture. adding FI 4.60 to 


Swiss Re. which gained 6 
per cent on Monday on bid 
talk, gave UP SFr66 to 
SFY2349. Novartis, strong of 
late after bullish analysts' 
forecasts, fell SFr3l to 
SFr2,377. 

NestlS lost SFr6 to 
SFr2,237, not helped by news 
of lost sales following a 
blac kmail campaign against 
a Nestle unit in Germany. 

UBS and SBC bucked the 
trend, posting gains as inves- 
tors anticipated the benefits 
of their proposed merger. 
UBS gained SFrlO to SFr438 
and SBC SFrS.50 to SFr469. 


Written and edited by Jeffrey 
Brown, Jonathan Ford, Melanie 
Senior and Peter Hafi. 


Gold shares m Johannes- 
burg had another torrid day 
and with the rand also los- 
ing ground the softer trend 
spread over into the broad 
market 

At the dose, the all-share 

index was off 35.8 at 6.154.6 
in a session of relatively 
thin volumes. 

Industrials dropped 42.7 
to 7,362.0 and there was 
clear weakness among 
financials. But the main 
casualty of the day was the 
gold market 

Bullion bounced gently off 
its lows of the day. but still 
looked pretty sick at the 
dose of local trading, where 
it stood just short of its low- 
est level for almost 19 years. 

Gold shares reacted with 
understandable pessimism, 
sending the gold shares 
index down -L5 per cent to 
749.1, a fall of 35.6 an the 
day and a full 6 per cent 
since the close last week. 
Vaai Reefs dropped R6 to 
R182. 

Traders said the combina- 
tion of bullion and rand 
weakness proved insur- 
mountable in trading condi- 
tions still suffering from 
post-Christmas inactivity. 


EMERGING MARKET FOCUS 



Ailing 
set for recovery 


Asia’s poorest stock market 
performer last year, with a 
decline of more than 55 per 
cent - in local currency 
terms, is still side. Export 
growth Is slow, manufac- 
turing Is contracting, infla- 
tion is rising, base rates are 
high, and a lot of short- 
term debt will mature s pan- 

But Thailand’s new gov- 
ernment is winning kudos 
from the International 
Monetary Fund and ana- 
lysts for its forthright 
approach to dishing out the 
pain needed to right the 
economy. The bottom has 
not been reached, but it 
could be in sight. 

Crucial to reaching that 
bottom is the level of the 
baht. Thailand's huge pri- 
vate foreign debt burden 
means that every time the 
baht falls, it is immediately 
charged against the value 
of listed companies, many 
of which now have nega- 
tive equity, according to 
David ReideL vice-president 
of Salomon Smith Barney 
in Bangkok. 

“Every time the baht 
falls, debt repayment 
becomes more expensive 
and foreign investors who 
are needed to recapitalise 
these companies won't 
invest with such volatil- 
ity.- he says. 

Yesterday the baht fell to 
a record low of B152.5 to the 

US dollar, compared with 

Bt50 on Monday. Thailand 
is at risk of falling off the 
radar screens of serious 
money investors if does not 
rebound soon. 

But there are other 
issues affecting the market 
ING Barings, in a year-end 
look at what factors will 
influence the market in the 
first quarter, puts financial 
restructuring at the top of 
the list 

Investors will scrutinise 
how the government goes 
about selling the assets of 
the finance companies that 
have been closed down. A 
'■fire-sale” could provoke a 
crash in property prices - 
and hence the capital levels 
of commercial banks - yet 
a quick and equitable dis- 
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posal should encourage for- 
eign. creditors to . inject 
liquidity into Thailand. 

Also with regards tQ .the 
financial system^ the mar- 
ket is likely to respond to 
the successful completion 
of foreign takeovers bf 
struggling Thai banks. 
Once this happens, along 
with domestic recapitalisa- 
tion of the bigger banks, 
the systematic risk of 
financial melt down may 
largely have been averted. 

In addition, Thailand' is 
likely to post both trade 
and current account sur- 
pluses this year, removing 
one persistent negative 
dogging the market. The 
IMF is also likely to -looses 
its budget surplus require- 
ment, thus ending fears 
that the Thai government 
is not up to adhering , to 
IMF conditions. 

Finally, a new bank- 
ruptcy law should be ready 
by February, potentially 
accelerating the restructur- 
ing of ailing companies. 
And a new election law will 
give Chuan Leekpai, prime 
minister, another political 
card to play as the econ- 
omy worsens. . 

For the " risk -tolerant 
investor, the bottom, when 
it appears, will offer a tre- 
mendous opportunity. "If 
the index goes from 250 to 
500 you double your 
money," says Mr ReideL 
“It’s hard to see Hong Kong 
going from 10,000 to 20,000." 


Ted Bardacke 


Milan, Stockholm and 
Madrid were among markets 
closed for public holidays 


FI 95.10 after announcing a 
higher dividend and acquisi- 
tion of a German bakery. 

Baan fell steeply following 
speculation that the soft- 
ware group was planning a 


profits warning in the wake 
of Monday’s downbeat trad- 
ing statement from Netscape 
of the US. The rumours 
prompted a denial from 
Baan, but the shares lost 
FI 2.70 at FI .66.00 
ZURICH posted a modest 
decline as shares consoli- 
dated after Monday's 2 per 
cent advance. The SMI 
closed down 21 at 6375. 


Currency worries dominate trading 


ASIA PACIFIC 


Hong Kong 


Currency concerns con- 
tinued to do mina te trading 

trends across Asia. In HONG 
KONG inter-bank rates hard- 
ened for the second day run- 
ning as neighbouring curren- 
cies lurched lower, sparking 
more heavy selling of prop- 
erty shares. 

The Hang Seng index 
closed off 168-03 or 1.6 per 
cent at 10,135.51 for a 
two-day decline of 52 per 
cent. Although turnover 
improved to HK$7.63bn. trad- 
ing conditions were said to 
be still very thin. 

Among tbe bigger prop- 
erty losers, Sim Hung Kai 
fell HKS2.0Q to HK&a00 and 
Cheung Kong came off 
HKS1.30 to HK$47.70. 

TOKYO closed lower, buf- 
feted between fears that the 
Japanese economy was ail- 
ing and hopes that the gov- 
ernment would support the 
stock market, writes Gillian 
Tett in Tokyo. 

During the morning, the 
Nikkei 225 average fell more 
than 200 points to 14.714D9, 
triggering new fears among 
some government officials 
that the stock market could 
be entering a new downward 
spiral However, these fears 
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then prompted the govern- 
ment to announce new mea- 
sures intended to calm the 
markets. These Included 
curbs on short selling and 
higher penalties for market 
manipulation. 

The details of these were 
not revealed until after the 
market had closed. However, 
in the early afternoon - 
while the markets were still 
open - the government 
announced it was poised to 
reveal new measures and the 
share market rallied. 

The Nikkei 225 finally 
dosed at 14.896.40, only 60.44 
lower oo the day having 
traded within a range of 


14,714.09 to 15,066.73. First 
section volume was 346m 
shares, more than double 
Monday's activity. The 
broad-based Topix index 
came off 5£8 to 1,160.65. 

JAKARTA was wracked 
by currency worries as the 
rupiah fell briefly to a record 
low of Rp7,700 against the 
US currency. 

Although it later recov- 
ered to about Rp7,100, the 
spread of 5 per cent between 
bid and offer prices 
suggested ongoing nervous- 
ness ahead of President 
Suharto’s budget speech. 
Rumours of riots in provin- 
cial towns also damaged sen- 
timenL 

Analysts said investors 
spent tbe morning trying to 
sell blue-chip shares but 
trade on the stock exchange 
dried up because there were 
few buyers. Market heavy- 
weight Telkom fell Rp300 to 
Rp3,0Q0. 

The currency's recovery 
towards the end of the ses- 
sion prompted a recovery in 
export-oriented second-tine 
stocks. Tin miner Tam bang 
Timah rose Rp650 to Rp7,000 
and nickel miner Inco 
RP6.000 to Rp7.700. 

SEOUL gained around 23 
per cent on the back of for- 


eign buying, with purchases 
focused on a handful of 
heavyweight blue chips. 
Analysts said foreign funds 
were buying, encouraged by 
the won’s weakness, low 
share prices and comments 
from financier George Soros 
oo Monday that he was 
looking at putting money 
into South Korea. 

Power utility Kepco gained 
Won600 to Wonl7,300 and 
Samsung Electronics 
advanced Won400 to 
Won43^00. Overall, the com- 
posite index ended 9.85 bet- 
ter at 406J4. 

KUALA LUMPUR fell 
sharply as the ringgit lost 6 
per cent against the dollar 
amid renewed regional cur- 
rency turmoil. The compos- 
ite index closed 21.05 or 
nearly 4 per cent lower at 
525.74. Investors pulled out 
of shares in companies with 
heavy foreign debts. Power 
utility Tenaga fell 40 cents to 
M$6.55 and Telekom 80 cents 
to M$9.40. 

SINGAPORE dropped in 
tine with its larger neigh- 
bour, the Straits Times index 
falling 56.83 or 3^ per cent to 
1,439.12. Property stocks 
were hit on fears of hi gher 
interest rates as the Singa- 
pore dollar weakened. 
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In search of a better correspondent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capita! 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwarch. The 
Turkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1996 and 
$930 million in 1997. The Bank that has 
completed several asset backed securitization 


programmes with maturities 5-7 
years. The Bank that was selected 
as the “Best Bank of Turkey” by 
Euromoney for 3 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have . local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled $22.9 billion in the first nine 
months of 1 997. A correspondent bank 
with global standards and local power. 


GARANTi BANK 


For further infornuimr, contact Mr. Husnu AkKm. Ewunie Vi.v Pns,d,.,,r 
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F or business executives, the 
pace of change in the infor- 
mation technology industry 
is often bewildering - and the 
language of IT professionals is 
impenetrable and foreign. Too 
often, it seems, today's hot new 
-technology is shrouded in acro- 
nyms until it becomes obsolete, 
six months later. 

Nevertheless, as the 20th cen- 
tury draws to a close, there are 
nearly 400m personal computers 
in the world: spending on IT is 
continuing to rise throughout 
industry, commerce and govern- 
ment, even though - in terms of 
raw power.- the cost. of comput- 
ing has fallen by a factor of a 
million in the past 20 years. 

In Europe alone. International 
Data Corporation estimates that 
IT spending increased by 10 per 
cent to $2i0bn last year. “This is 
at a thane when the business and 
political environments around 
Europe axe undergoing consider- 
able upheaval, from European 
economic integration, greater 
competition; technological 
advances and the millennium ,** 
notes 1DC. . . 

TT is ubiquitous within the 
business community and becom- 
ing increasingly important in the 
home and within educational 
establishments." 

This growing dependency on IT 
systems is being driven by a wide 
range of factors including liberal- . 
isation, privatisation, globalisa- 
tion, digitisation and consolida- 
tion. • 

Globalisation, in particular, is 
forcing organisations to compete 
across geographic divides and 
meet the requirements of their 
customers wherever they are - a 
challenge highlighted by the 
Internet's global reach. Similarly, 
digitisation is forcing the pace of 
convergence, removing the 
remaining barriers between voice 
and data traffic and leading to 
dramatic changes in the med ia, 
entertainment and communica- 
tions industries. 

As the ‘'information age’ 
dawns,, the difference between 
success and feilure for a growing 
number of companies may well 
turn on their ability to capture, 
log, manipulate, sift and, most 
importantly, act upon the vast 
quantities of data which are now 
available to them. This is the 
emerging era of knowledge man- 
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As the 'information age* dawns, 
Paul Tayior suggests 12 questions 
for the boardroom 

Checklist for 
getting your 
business in 
shape in ’98 


agement and business intelli- 
gence in which a new breed of 
executive - the chief knowledge 
officer - could well play a pivotal 
role. 

The explosion of data available 
electronically - and in other 
forms - presents both challenges 
and opportunities. As recent 
studies commissioned by Reuters 
and others have highlighted, 
many executives and managers 
feel overwhelmed by the sheer 
volume of data available to them 
and complain of ‘information 
overload’ and stress. 

M aking this flood of data more 
manageable is nnp of the biggest 
challenges facing IT managers 
today. Similarly, capturing new 
types of Information, for exam- 
ple, transaction data, then pro- 
cessing and storing it in a data 
warehouse, offers new opportuni- 
ties for date -mining and Spotting 
trends through the use of busi- 
ness intelligence software. 

However, organisations will 
also need to deal with growing 
public concerns about privacy. 
“The privacy time bomb is tick- 
ing". notes Forrester Research. 
People are very sensitive about 
their personal information being 
exploited, adds Kate Delhagen of 
Forrester. The Internet, in partic- 
ular, has focused attention on 
this issue." 

F ollowing up on some of the 
other main issues affecting 
industry in the late 1990s, 
Andy Doyle, an analyst with IDC, 
notes: “What the Internet, data 
warehousing and the millennium 
bug all have in common is that 
their requirements span the tra- 
ditional divides in the IT ma r ket: 
hardware, software and services. 

“With multi-dimensional 
requirements from customers, 
suppliers have had to become 
smarter in how they deliver their 
products and services - and 
there is a much greater pressure 
to ensure returns on technology 
investments. Standardisation is 
the way forward," says Mr Doyle. 

So what are the main trends 
and issues that senior executives 
need to consider? What do organ- 
isations: need to do to get in 
shape for 1998 and what ques- 
tions should they he asking? Here 
are 12 suggestions: 

1. The millermhmi problem: 

Are you (and your suppliers) 



ready for the Year 2000? There 
are now only 723 days until the 
clocks tick past midnight on 
December 31, 1999. Unless correc- 
tive measures are taken now, 
many computer systems and 
embedded micro-controllers could 
fail, threatening the very exis- 
tence of same organisations, (see 
report, page fine of this review). 

Gut despite such dire warnings, 
many companies have yet to 
acknowledge the problem and 
others are discovering they have 
substantially under-estimated its 
impact and the associated costs. 
In the meantime, some compa- 
nies, particularly those in the 
financial services sector, have 
already encountered problems 
with non-compliant software and 
date-related calculations. Now 
investors, auditors and lawyers 
are becoming more interested in 
the issue. 

2. European Economic and 
Monetary Onion, (Emu): 

What are the implications of 
Emu for IT systems? The year 
2000 issue may have stolen the 
headlines so far, but some IT 
gums believe the task of ensur- 
ing that trading companies and 
others doing business with mem- 
bers of the Emu after January 
next year are prepared, could be 
even more complex. (See report, 
page rtmeX 

3. Skill shortages and outsour- 
cing: 

Does your business have access 
to sufficient human resources to 
ensure that it can cope with 
issues such as the Year 2000 
problem and Emu? Industry is in 
the midst of an IT skills crisis 
and wage rates are rising rapidly, 
particularly in some specialist 
fields and for experienced project 
managers. To meet these 
demands, some companies are 


outsourcing at least part of their 
IT work, either onshore or off- 
shore to countries such as India. 

For organisations where IT 
systems are not a core compe- 
tence and where their competi- 
tive advantage lies in other 
areas, outsourcing or co-sourcing 
(where risks and rewards are 
shared), may be a sensible 
option. Business Intelligence, a 
UK-based market research com- 
pany, predicts that the IT out- 
sourcing market will grow to 
more than £100bn by the year 
2000, (see report, page two). 

4. Enterprise Resource Plan- 
ning (EBP): 

Should you be considering 
implementing an ERP package 
such as SAP, Baan or Oracle 
Financials? Rather than try to fix 
ageing software, a growing num- 
ber of medium-sized and larger 
companies are taking the oppor- 
tunity to reengineer their busi- 
ness processes and introduce 
integrated ERP software. 

5. The Internet and electronic 
commerce: 

Can you afford to ignore the 
World Wide Web and its potential 
for electronic commerce? The 
Internet has begun to transform 
the way many companies do busi- 
ness with each other and their 
customers. Although there are 
still a number of big issues to be 
overcame, most analysts believe 
the next few years will see an 
explosion in e-commerce. For 
example. Forrester Research pre- 
dicts that by 2001, more than 
$l7bn will be spent with on-line 
merchants. (See reports, pages 13 
and 14). 

6. Intranets/extranets: 

How can you exploit Internet 
technologies to the full? The 
rapid growth of the Internet has 
helped hasten the transformation 


of corporate networks from pro- 
prietary technologies to the stan- 
dards-based packet switched 
technology (TCP/IP). Meanwhile, 
the use of the hypertext mark-up 
language on the Web has estab- 
lished HTTP as the de facto elec- 
tronic publishing standard. 

Companies are now discovering 
that by building intranets they 
can cut costs and improve inter- 
nal communications; by extend- 
ing access to these internal net- 
works to partners and customers 
while ensuring adequate security 
through firewalls and other 
devices, they can simplify logis- 
tics and improve customer rela- 
tionships, (see report, page 131 

7. Security: 

Do you have a security policy 


Hie HBUennlum 
Bomb 
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The year 2000 computer problem: a 
key management issue - sea page S 

and are the security measures 
you have in place adequate and 
sound? All forms of ‘inter-net- 
working 1 involve a degree of 
security risk from backers and 
other unwelcome intruders, 
including computer viruses. How- 
ever, these risks can be reduced 
by using technologies such as 
firewall software to monitor 
Incoming and outgoing traffic, 
encryption for sensitive informa- 
tion and virus scanners to catch 
viruses before they can do any 
damage. 


8. Disaster recovery: 

Gould your organisation sur- 
vive a disaster such as a fire, 
earthquake or terrorist bomb? A 
high proportion of companies 
which suffer a disaster which 
seriously affects their IT systems 
go out of business within 18 
months. One way to reduce this 
risk is to prepare a disaster 
recovery programme which 
should include a detailed method 
of 'backing-up' important data 
and access to alternative IT 
systems should the main systems 
fail or be damaged. 

9. Enterprise computing: 

Does your organisation have a 

1101x5110’ view of its IT infrastruc- 
ture? The IT infrastructure of 
most organisations has evolved 
over a number of years and now 
consists of a wide range of often 
incompatible systems and soft- 
ware. These heterogeneous 
systems are complex and 
. extremely difficult to manage. 

In an attempt to ease the man- 
agement burden and reduce 
costs, many companies are stan- 
dardising on specific hardware 
and software and investing in 
enterprise management frame- 
works such as CA’s Unicentre 
TNG or IBM’s TivoB. and in spe- 
cialist software tools to manage 
networks and other functions. 

19. The battle for the enter- 
prise: 

Will Microsoft’s NT operating 
system take over the enterprise 
computing landscape? Microsoft's 
flagship NT operating system has 
made significan t gains in the last 
18 months. According to Micro- 
soft figures, released last month, 
sales of NT Server doubled in the 
first half of 1997, (see report, page 
eight). Despite this. Unix systems 
continue to grow as well, and 
some IT managers still have 


problems with the scaleability 
and reliability of NT-based 
systems. Microsoft is attempting 
to address these issues through 
technologies like clustering and 
with NT5 which is due to be 
launched later this year. 

11. Cost of ownership: network 
computers and Thin clients’:. 

Could you reduce the cost of 
ownership of your desktop 
systems? The shift away from 
traditional mainframe computing 
to distributed client/server 
systems has had many positive 
benefits in terms of flexibility 
and time-to-market. However, it 
also has some disadvantages. In 
particular, many large organisa- 
tions have lost control over their 
IT budgets and fail to recognise 
that the initial purchase cost of 
desktop hardware represents 
only a fraction of its true cost 
over its lifetime (see page 11). 

Now, however, some compa- 
nies have begun to measure the 
true cost of desktop computing 
and benchmark their perfor- 
mance. This has led to a degree 
of re-centralisation and much 
greater emphasis on reducing 
support costs and improving 
internal response times. 

Advocates of network comput- 
ers or so-called Thin clients' - 
stripped down PCs which rely on 
networks and servers for most of 
their computing power - claim 
they win cut the cost of corporate 
computing by replacing their 
expensive general purpose desk- 
top counterparts. Most analysts 
accept there is a role for such 
machines, but few believe they 
will replace the majority of PCs. 

12. Java programming lan- 
guage: 

Should you be investing in 
Turn to page 2 
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How important is 
this now logo? 

Well, the fast time 
we brought your 
business something 
completely new 
it was called 
the internet. 


When your network service provider 
carries the Cisco Powered Network™ 
mark, it means their network is 
built with Cisco technology - the 
technology that makes the Internet 
a reality for millions of businesses 
around the world. 

Everywhere, every day, virtually all 
of the world's Internet traffic flows 
through Cisco equipment. It’s the 
reason that an e-mail message arrives 
in Buenos Aires from Hong Kong 
instantly; that a branch office in San 
Francisco can share files with its 
London headquarters in complete 
security; that a group of busy 


telecom murers can accomplish a 
productive day of work without 
ever leaving their homes. 

Look for the Cisco Powered 
Network mark in your network 
service provider's materials. When 
you see it, you’ll know your service 
is backed by the products and 
technology that make the world’s 
networks work for business. 

For more information about what 
Cisco products 
can do for your 
business, visit 
our Web sire at 
www.cisco.com. 
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HUMAN RESOURCES • By Philip Manchester 




The skills shortage: a worldwide problem 


Companies are 
having to go to 
great lengths to 
attract and keep 
valuable IT staff 


T he changes needed to 
be made to Informa- 
tion technology- 
systems because of the Year 
2000 computer date problem 
are only one factor causing a 
worldwide shortage of IT 
skills. Business use of IT is 
growing so quickly that even 
without the Year 2000 to 
worry about, there would 
still be a problem. 

There are many reasons. 
The spread of networked 
applications to support the 
shut to electronic commerce 
has placed a new develop- 
ment burden on every com- 
pany. The new skills to help, 
for example, build software 
for Web sites and link them 
to existing applications - or 
to look after networks - are 
scarce. 

At the same time. IT is not 
as fashionable as it once 
was. Many countries are 
reporting a decline in the 
number of computer science 
and engineering graduates 
and companies are less 
inclined to train inexperi- 
enced people. The UK's 


National Computing Cen- 
tre's annual survey notes, 
for example, that 60 per cent 
of UK companies expect to 
increase the number of staff 
they recruit in the next year. 
European software company 
CAP Gemini says one in 10 
companies will fail to hit the 
deadline for Year 2000 con- 
versions because of staff 
shortages. 

It has devised a Millen- 
nium Index that predicts 
that demand for IT skills 
will exceed supply in the UK 
by this April. Alarmingly, it 
notes that 29 per cent of the 
UK's gross domestic product 
will be at risk as a result. 

But the skills shortage is 
not only a UK problem. It is 
worldwide. 

"The shortages exist all 
over the world and in every 
category from an operator or 
a help desk person to senior 
business analysts and execu- 
tives." says Andy Baker, 
chief executive of interna- 
tional recruitment and con- 
tract specialist Glotel. 

■The rejuvenation of the 
mainframe and mid-range 
markets, products such as 
Microsoft NT and Cisco's 
network routers - and the 
massive demand for cell- 
phones have led to shortages 
all round.' 1 

With offices in the US, 
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Australia and Singapore, in 
addition to the UK and 
Europe, Glotel's subsidiaries 
- including Comms People 
and Co mma & PC People - 
cover a wide range or skills 
and locations. 


This gives Mr Balter a 
global perspective on the 
market for IT Skills: “It is 
having knock-on effects aH 
around. The current success 
of the Indian software indus- 
try. for example, has led to 
shortage in Indi a - a very 
fast-growing economy. They 
are creating a massive short- 
age for themselves by taking 
on work from the US and 
Europe.'’ 

Mr Baker's observation is 
reflected by leading IT com- 
panies struggling to attract 
the right people. "We are 
operating in a highly com- 
petitive global business envi- 
ronment now and there is an 
acute skills shortage. Com- 
panies need to be really good 
at recruitment and must 
respond quickly to market 
changes," says Vance Kear- 
ney, UK vice-president of 
human resources at software 
giant, Oracle. 

“The US universities’ out- 
put of scientist and engi- 
neers has dropped from 
100,000 to 50,000 in two years 
so US companies are looking 
to recruit in the UK and 
Europe. You could say the 
US is failing its IT industry. 
There will be repercussions 
- such as easing work per- 
mit and immigration con- 
trols for the people with the 
right skills." 



Golden handcuffs: high salaries, flexible benefits and a dynamic working envir o nment help to keep vftal fT staff on the payroll 



Mr Kearney sees several, 
solutions to the problem. 
Well-planned recruitment 
strategies combined with 
good terms and conditions 
can give companies an edge 
when it comes to attracting 
the people it needs, he says: 

“You have to ‘sell' the 
company to the candidate 
because they select us now. 
Everyone to whom we offer 
a job has more than one 
offer to choose from. 

“And you have to be more 
flexible in what skills you 
look for. If you pick people 
who can adapt quickly to 
new areas, then they can be 
effective quickly." 

Oracle, along with many 
leading-edge IT companies, 
relies on a regular supply of 


new blood from the universi- 
ties to build its workforce. 
And, having invested in 
tr aining them, jt wants to 
keep them. “We recruit 150 
graduates a year and we 
make sure we keep them 
with good benefits. Our 
people are permanently 
being headhunted. Most of 
the time we hang on to them 
because of the benefits. Also, 
they can work with the lat- 
est technologies and their 
skills are staying in the 
mainstream." says Mr Kear- 
ney. 

He points out that it is not 
necessarily a high salary 
that ensures staff retention: 
it is a combination of flexible 
benefits that give employees 
control and a dynamic work- 


ing environment that keeps 
them interested. 

Eugene O'Keefe, managing 
director of PKS System Inte- 
gration (Ireland), an IT sub- 
sidiary of PKS, the US con- 
glomerate, also sees this as a 
good way to attract new 
people and hold on to them. 
PKS opened for business in 
Europe in October 1996 and 
needed 120 people quickly to 
work at its software 'factory' 
in Lim erick. 

“We interviewed a thou- 
sand applicants, offered 135 
positions and 120 accepted. It 
was a difficult process 
because we had to put them 
through aptitude and per- 
sonality tests. But we got the 
people we wanted." he says. 

Mr O'Keefe says the high 


acceptance rate was the 
result of good salary Tates 
and the quality of life offered 
in south-west Ireland. 

Other companies have 
found their own way to 
attract and keep staff. Dun. 
can Ritchie, vice president of 
international finance at the 
software company Manugifr 
tics has seen his UK subsid- 
iary almost triple in size - 
from 38 to 127 people - In 
the last year. He expects the 
company to double in size in 
the next nine months. 

“We’ve found we have to 
pay a little above the market 
rate and offer a flexible 
package - stock options, 
home working and regular 
training - that sort of 
thing." 


CASE STUDY 


Meeting the challenge of the year 2000 


Vance Kearney of Orade: 

.‘Companies need to be really _ __ 

good at recruitment* More than any other business sector, the 'financial services industry relies on effective IT systems 


Retailer gets head start 
on millennium bug 


Sainsbury turns 
to outsourcing 
and offshore 



AT THE TURN OF THE MILLENNIUM - ARE YOU ANXIOUS THAT YOUR 
COMPUTER APPLICATIONS COULD STOP FUNCTIONING? YOU BET 
THEY COULD DO JUST THAT... AND YOU CAN’ T STOP THE CLOCK! 


companies to 
tackle the Y2K 
problem 
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At Hexaware we are prepared to provide you with timely and cost effective 
solutions for your Year 2000 date change requirements. 



Hexaware is among the pioneers in the area of providing solutions for the 
Millennium crisis, with a strong and beneficial package of on-site and offshore 
development services. 

















Timely and Cost - effective Services " 

❖ Proven project process and quality management ^ 
through Hexaware Y2K Methodology 

•> Advanced Infrastructure and trained resource pool 

♦ Combination of offshore and on-site development 
services depending on project requirements 

Advantage Hexaware 

* UK - based company with strong operations 

•> Worldwide (UK, USA, Singapore, Malaysia, Dubai and India.) 

❖ Proven track record of accomplishments 

•> Offshore Software Factory -ISO 9001 certified 

•> Experience in wide range of platforms, software environments and 
applications (Banking, Insurance, Manufacturing, Distribution, Airlines ...) 



•> Rated as a leader in providing offshore software development services for the 
Year 2000 requirements by the Meta Group, USA 


Large retailers have long 
been in the forefront of IT 
development. Established 
companies such as J 
Sainsbury, the UK food 
retailer, have mature IT 
strategies that help them 
maintain a competitive 
edge in a volatile market. 
Unsurprisingly, they are 
taking the skills shortage 
and problems such as the 
Year 2000 conversion in 
their stride. 

“The bulk of our Year 
2000 work has happened in 
the last year. But we began 
planning in 1995. Through 
1996 we put the standards 
in place, and the real work 
began in 1997. We will hit a 
peak around Easter 1998 
and expect to finish by the 
end of the summer," 
explains Bob Hammersley, 
who is responsible for the 
human resources needed for 
Sainsbury's year 2000 
effort 

He says the work is about 
35 per cent complete and on 
target to meet the deadline 
this year. Sainsbury’s 
decision to tackle its year 
2000 changes early has paid 
dividends; not only is the 


company prepared for the 
next millennium, bnt it has 
also avoided the panic. 

Mr Hammersley soys 
that, while Sainsbury 
recognises that skills are in 
short supply, it has been 
able to meet the challenge 
without having to resort to 
paying inflated rates or ■ 
offering special incentives. 

“We saw year 2000 as just 
another project which 
needed resources. In total, 
we expected to need 200 
people for year 2000 work - 
a number we clearly did not 
have available. We went for 
a multi-sourcing approach, 
recruiting both permanent 
and contract staff, using 
outsourcing and offshore 
resources," he says. 

Recruitment agencies 
were brought in to carry 
out initial screening for 
permanent and contract 
staff - but Sainsbury 
insisted on doing the final 
interviews and selection. 
The process led to a change 
in Its normal recruitment 
policy. 

“We used to have a fairly 
informal recruitment 
process, bnt we realised the 
year 2000 project required a 
different approach. We set 
up a dedicated recruitment 
function, which involved 
the line managers. We 
trained a pool of managers, 
and they spent one day 
each month interviewing 
for the whole 


organisation," explains Mr 
Hammersley. 

This meant Sainsbury 
could cut the time taken to 
process applications and 
get offers to people they 
wanted quickly. Mr 
Hammersley aims to see 
uew applicants within two 
days of receiving then- 
details and make a decision 
within two days following 
the interview. He goes on to 
say that salary rates for 
permanent staff are around 
the current market rate and 
benefits packages are 
standard.. 

Sainsbury's use of 
outsourcing to supplement 
its Internal efforts is a 
consequence of its history. 
Some of its systems were 
built by third-party 
software companies and are 
still maintained by them. 

Mr Hammersley says it 
made sense to use then- 
resources to change these 
systems. 

“It has been easy to build 
on those partnerships and 
get further labour from 
them because they know 
the applications,” he 
explains. 


Best option 


The decision to use offshore 
resources in India was a 
more radical oue - 
although it, too, has an 
historical context “Many 
retail applications are 


based on packages and 
specialised languages - 
such as the Ingres fourth 
generation language. India 
offered us the best option to 
make changes to these 
systems," he says. 

About half of the year 
2000 code will bo processed 
in India, Mr Hammersley 
explains. This represents 
only a quarter of the total 
workload. “The code has to 
be prepared in the UK and 
tested when it's complete so 
there is a lot of work at this 
end. But we have been 
impressed with the results. 
Our general experience is , 
that it is of high quality 
and they have good tools 
and training programmes 
and ISO 9000 quality 
control certification." 

Mr Hammersley reflects 
on the year 2000 issue: “So 
far, year 2000 has not 
stressed the labour market 
as much as we expected, it 
is a management challenge, 
but not as big a one as we 
thought it would be.” 

Early pl anning and a - 
willingness to use new 
methods of recruitment and 
a range of resources have 
put Sainsbury In an 
exceDent position to face 
the new millennium. One 
suspects, however, that 
other businesses which 
have left it too late will not 
find solutions so easily. 


Philip Manchester 


*:• CoCo 2000, Hexaware's Y2K automation tool enhances productivity 
by several factors 
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Prestigious Global Clientele 

* Frontline Ltd. - an EMAP Group company - UK •> Air Canada - Canada 

* Bankers Trust, Equitable Life, Blue Cross Blue Shield of NH - USA 
EMI Music - Germany, Holland and North America 

... And many other international companies 
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Hexaware 


Hexaware Technologies UK Limited. 

Grove Court, Hatfield Road, Slough, Berkshire SL1 1QU, UK 


Java? A programming language Ini- 
tially developed by Sun Microsystems, 
Java has yet to fully deliver on its 
promise of platform independence and 
’write-once, run anywhere’ and its 
speed has been criticised by some 
developers. 

Meanwhile, its future role has 
become clouded by a battle between 
Sun and Microsoft over standards and 
ownership. Nevertheless, the first true 
mission-critical applications written in 
Java have now begun to emerge - and 
most independent analysts believe 
Java should eventually deliver tremen- 
dous benefits. 

Among the other issues which IT 
departments and business managers 
may need to address in 1998 are ques- 
tions such as whether the organisation 
can make better use of the Information 
It collects, how can customer service be 
Unproved and whether can IT be used 
to build stronger customer-relation- 
ships. IT managers will also be called 
upon to help organisations, particu- 
larly those in the financial sector, man- 


age risk. They are likely to face grow- 
ing pressure to more effectively man- 
age the risks inherent in IT projects 
themselves which typically run late 
and over budget. 

There are also a number of new tech- 
nologies that could hit the headlines 
this year. Among them are the various 
means to deliver more bandwidth to IT 
users including ADSL, cable modems 
and broadband satellites. In the office, 
the rapidly expanding volume of net- 
work traffic will push organisations to 
move rapidly towards fast Ethernet 
and Gigabit switched networks. 


Mobile communications 


Meanwhile, remote and mobile com- 
munications will be helped by the 
introduction of new wireless services, 
including Motorola's Iridium satellite 
network which is due to go live later 
this year, and by the growing sophisti- 
cation of personal digital assistants. 
Schema, a market research company, 
predicts that the European mobile data 
market will grow from $300m at the 
end of 1996 to more than S1.6bn by the 


year 2000 and that the number of users 
will jump from 560,000 to more than 
three mjlUnn 

In the fast-changing world of semi- 
conductors, memory chip prices are 
continuing to fall, including the latest 
generation of 64Mb devices. Digital sig- 
nal processors will appear in more and 
more consumer devices; and Intel’s 
Pentium n microprocessor is set to 
dominate sales by the second half. 

As desktop computing power contin- 
ues to grow, Intel and Microsoft, which 
is due to launch Windows 98 later this 
year, believe the extra power will be 
used for facilities such as voice recog- 
nition, digital imaging and greater 
built-in intelligence. 

According to Bill Gates. Microsoft’s 
chairman, companies need to start 
building a “digital nervous system ... if 
you can imagine how information 
could flow in a company, how it would 
automatically be analysed and com- 
pared and summarised and brought to 
the attention of the people who need to 
know about it. I'd say building -a ‘sys- 
tem on the PC architecture that fulfils 
your wildest dreams, is possible today." 
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TRAINING • By Philip Manchester 

Can IT save itself? 

The skills crisis means that IT training for staff at all levels has moved from 
near-luxury status to become a necessity in many businesses 



Online training: enlightened companies ere using skills analysts 
techniques to help train the right people In the right disciplines 


O ne obvious way to 
solve the skills crisis 
in the IT industry is 
to train people. Unfortu- 
nately, it is not that simple. 
Information technology 
changes fast, and training 
materials can become 
quickly out-of-dale. Business 
conditions also change. The 
skills that were in demand 
last year might well be irrel- 
evant this year. 

In addition, the changes in 

company structures mean 

staff at every level need a 
range of skills to make IT 
work for their business. 

“The restructuring of com- 
panies during the 1980s has 
led to more devolution of 
responsibility, and people 
need a wider range of skills, 
especially in IT. Businesses 
need their people to have IT 
skills to exploit IT fully.” 
says Eric Cowling, a 
research consultant working 
for Rebus Group, the human 
resource service company. 
He states further that organ- 
isations must face up Lo the 
need to provide a wide range 
of training options to staff. 

"The education system 
cannot move fast enough, 
and it is not responsive 
enough to keep up with 
demands of modem IT. 
Organisations have to live 
with the ‘product* that 
comes out of the education 
systems and see where they 
can invest in training for the 
skills they need." 

Fortunately, IT itself pro- 
vides many useful tools for 
creating training materials, 
distributing them and 
assessing the results. Train- 
ing companies are increas- 
ingly turning to technology 
to help them deliver 
up-to-date courses and sup- 
port training initiatives. 

Use of technology is, of 
course, nothing new in all 
areas of training. The his- 
tory of computer-based train- 
ing (CBT) stretches back 
almost to the beginnings of 
computing. But it is only 
now - with computers inex- 
pensive enough and easier to 
use - that CBT has been fea- 
sible for mass consumption. 

CBT has some advantages 
over traditional classroom or 


distance-learning training 
methods. “Live classroom 
training will always have its 
place. But with multimedia, 
computer-based training 
materials you can get 90 per 
cent of the basics across. 
Costs are much lower. Typi- 
cally. it would cost £450 to 
train someone tn Microsoft 
Excel in a classroom course. 
You can reduce the cost to 
£50 with computer-delivered 
course material. They don’t 
have to travel. They can 
learn at their own pace and 
get regular assessments of 
progress," says Roy Sunley. 
vice president and managing 
director of NETg. the train- 
ing subsidiary of US con- 
glomerate Harcourt General. 

"Using technology to teach 
technology is at the heart of 
our philosophy. It cuts the 
costs of training, gives staff 
a more Flexible approach to 
their own training and lets 
managers see the effects," 
Mr Sunley adds. 

NETg is the result of the 
merger of several CBT spe- 
cialist companies, and it has 
pioneered the use of technol- 
ogies. such as video, interac- 


tive instruction and 
CD- Rom, to deliver training 
materials quickly and at low 
cost Its most recent innova- 
tion is to use the Internet 
and World Wide Web to dis- 
tribute training and, more 
importantly, manage the 
process. 

The Web is an "excellent 
distribution method," he 
says. People can log on when 
they want from wherever 
they happen to be and down- 
load the latest version. It 
also gives training managers 
a way to see how people are 
doing. “We have devised our 
product ‘Skillvantage Man- 
ager 1 to give managers con- 
trol. They can check on how 
a training schedule is going 
and provide support to stu- 
dents," he adds. 

Support during training is, 
of course, essential. Technol- 
ogy can again protide tools 
to help recreate the personal 
support of the live class- 
room. NETg is, for example, 
working with the training 
company Pcritas to protide 
on-line support for its course 
materials. “By combining 
the Internet with intranet 


systems, we can gain the 
benefits of online support. 

This opens up the possibili- 
ties of delivering ‘Just-in- 
time’ training,” explains 
David Holden, business 
development manager at 
Peritas. 

The concept of Just-in-time 
tr aining is no more than 
that, a concept. But with the 
relentless acceleration of 
change in business condi- 
tions and advancing technol- 
ogy. it may become a neces- 
sity. Companies are already 
beginning to experiment 
with skills analysis and fore- 
casting tools to anticipate 
next years skills demand 
and training needs. 

“Some of the more enlight- 
ened employers are using 
skills analysis techniques to 
ensure that they are training 
the right people in the right 
disciplines," says Brian 
Couling, sales and market- 
ing manager at Sun Educa- 
tional Services, the training 
arm of Sun Microsystems. 

“Our support services now 
give our customers an analy- 
sis of their likely skills 
shortages and the training 


they will need." 

Sun aims to combine skills 
analysis with a greater 
emphasis on certification. 
Mr Couling suggests that 
certification will grow in 
importance. The IT industry' 
is notorious for its lack of 
proper 1 qualifications, with 
most employees trading on 
their experience and know- 
ledge rather than traditional 
•bits of paper’. 

•You must have validation 
of skills through certifica- 
tion programmes. We are 
talking to universities about 
Including Sun certified cour- 
se material. About 40 are 
already including Java in 


undergraduate computer sci- 
ence courses, for example." 

Microsoft, too, has recog- 
nised the importance of hav- 
ing a wide skill pool to sup- 
port its range of software 
products. It has placed 
increasing emphasis on 
training certification with its 
Microsoft Certified Profes- 
sional qualifications. 

IT might be hard for 
people to come to terms with 
- but its central position in 
modern business leaves no 
alternative; people at every 
level must face the chal- 
lenge. New training meth- 
ods. based on IT. promise to 
make it easier. 


pool 


CASE STUDY: Royal Bank of Scotland ‘cross-trains’ its staff • By Philip Manchester 

Training to unite the skills 


The diversity of information 
technology means large 
organisations find themselves with a 
fragmented IT function. Legacy 
mainframe systems, mid-range 
departmental systems and the 
ubiquitous personal computer 
demand a wide range of skills that 
are broadly similar - yet Just a little 
different. 

The Royal Bank of Scotland is 
typical. IT is central to all financial 
institutions in the increasingly 
competitive global market and 
systems have sprung up throughout 
the finance sector. RBS is no 
exception and. as a result it found it 
was having to support a growing set 
of technologies with limi ted 
resources. “In the past, IT was 
chosen on a case-by-case basis and 
although each individual system was 
sound, integration was limited. We 
found ourselves trying to support a 


wide range of platforms with a finite 
number of people, and we were not 
realising the economies of scale that 
were needed," explains Walter 
Mowat of RBS. 

The bank saw a solution in 
cross-training s taff in each other's 
technologies and synthesising a 
unified, and more flexible workforce. 
But it is not as simple as it sounds. 
IT staff are traditionally 
conservative. Mainframe people 
have different priorities from their 
PC colleagues, for example. 
Programmers trained in one 
language may well be scornful of an 
alternative they see as Inferior. “Our 
task has been to develop a 
programme which does not simply 
instruct but which explains the 
thinking and rationale behind new 
technology decisions and breaks 

Continued on next page 





The finance sector demands broader fT skills than other areas of the business world 






ONLY COMPAQ’S AUTOSENSING HUB 
LETS YOU MANAGE ETHERNET 
AND FAST ETHERNET SIDE BY SIDE. 
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Why this could- be the -only" hub your ;C.dmpany^jll^e.yfecp ' 


Until novq if you wanted files to race across the network at fast Ethernet speeds, you ideally 
needed to upgrade the entire company to 100Mbps. Which wasn't particularly easy, or cheap. 
Thanks to Compaq’s unique new 10/100 Autosensing Hub, that is no longer the case. 
Stackable, segmen table and manageable, our innovative hub is actually intelligent enough to 

automatically sense whether a connection is 10Mbps or 100Mbps, on every single port. 

So each PC or peripheral your company has that’s capable of running at top speed, can. 
And those that can’t, can carry on running at IQMbps for the foreseeable future. 

Which has to make the Compaq Autosensing Hub the simplest and most cost effective way to 
migrate to Fast Ethernet. It could also be the only hub you’ll ever need. And that’s no fable. 

If you'd like to know more about Compaq hubs and how they can keep vour costs down, 
just call the number, or visit the web site. 

97HUB28 


Web Site 



www.compaq.co.uk 
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INTRANETS AND TRAINING • By Geoffrey Wheelwright 


A virtual lesson in technology 


Companies are 
using intranets to 
quickly and 
efficiently teach 
IT advances 



V 


If there is any single issue 
that holds back the deploy- 
ment of new technologies 
and strategies in a com- 
pany. it would likely be 
training. Whether a com- 
pany is upgrading standard 
office applications for word- 
processing and spreadsheet 
work or implementing a 
new sales system, the 
results are often entirely 
dependent on how well the 
workforce is trained to use 
it. 

The computer training 
industry has struggled for 
years to find the fastest, 
most helpful and cost-effec- 
tive way to train people. 
Products that allow training 
to either take place more 
quickly or more comprehen- 
sively have gained great 
attention. 

Computer-based training 
(CBT) has been used to try 
and move forward training 
at a pace that will keep up 
with the rate of change in 
the software industry (see 
report, on page three: Can IT 
save itself?). 

The advent of multimedia 
features on desktop comput- 
ers has helped the cause of 
CBT. These allow the com- 
puter to play "how to' video 
segments as part of the 
tr aining software. 

Some corporations were 
held back from using such 
software because it was 
CD -Rom based, and their 
employees did not have CD 
Roms or built-in sound on 



Multimedia features on desktop PCs have helped to boost 
computer-based training - now, corporate i ntran ets , based on 
Internet technology, are accelerating the trend 


their personal computers. 
Even among those that did. 
the need to use a CD-ROM 
disc to access the video data 
meant that only a certain 
number of users could 
access the training course at 
any one time. 

The intranet is changing 
all of this. By using stan- 
dard Internet technologies 
to create - or buy - t raining 
applications that can be run 
over a corporate network, 
companies can offer train- 
ing without the need for CD- 
Roms. And because the 
training is offered over the 
corporate network, there is 
no need to wait for data to 
first be published on a 
CD-Rom. 


This means that even live 
data can be used in training 
applications. Corporations 
can write the information 
themselves using web page 
and Internet content cre- 
ation tools. 

One challenge, however, 
has been in finding ways to 
allow video - for use in 
such online training ses- 
sions - to be distributed 
over the corporate network 
without using up vast 
flmnuwf’g of data bandwidth. 
Two North American com- 
panies. MicroVideo Learn- 
ing Systems and Multimedia 
Solutions, announced at the 
Comdex '97 computer trade 
show in Las Vegas that they 
have found , a way around 


this problem. 

The companies claim to 
have been able to achieve 
clear video transmission 
over the network at rates as 
low . as 65kbps (little more 
than the speed of an aver- 
age high-speed consumer 
modem), which is about ane- 
twentieth the data rate com- 
monly required to send data 
over a network. 

With this. Multimedia 
Teaming Sys tems hag been 
able to develop network- 
based training applications 
that can provide an average 
of 300. video help topics per 
software application. This, it 
says, has helped users 
understand what is being 
taught and “dramatically 
reduced” the number of help 
desk calls they make. 

In addition, by running 
over the network, the train- 
ing software can be 
designed to run in a “work 
along” mode so that it oper- 
ates alongside the applica- 
tion on Which the tr aining 
is based. 

It would appear that the 
market for such products, as 
well as the services of train- 
ing experts themselves, is. 
huge. According to an 
August report from Interna- 
tiona] Data Corporation 
(IDC). the western European 
market for IT training and 
education alone reached 
$5.lbn in 1996. 

IDC says this represents 
siigh tiy than one- third 
(31 per cent) of a total world 
IT tr aining and education 
market 

Prior to the widespread 
availability of technology- 
based training products, the 
largest restraining factor on 
market growth had been 
customer concern about the 


Intranets: corp or ate enthu- 
siasm reaches fever pitch - 
see report, page 13 
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expensive and time-consum- 
ing nature of training activ- 
ity together with doubts 
about its effectiveness. 

EDC suggests this is no 
longer the case. And with 
the advent of just-in-time 
learning environments 
(such as those produced by 
MicroVideo Learning 
Systems), take-up by the 
corporate sector is certain 
to accelerate. 

In its report, IDC pred ic ts 
that by the year 2000 .the-' 
terms Internet, intranet and 
on-line learning win be the 
prevalent buzzwords in this i 
services industry. j 

“We have isolated four 
critical success factors for 
companies offering global 
training programmes." say s 
Puni Rajah, prog r am man- 
ager of IDCTs European ser- 
vices. 

“Without these qualities - 
a collaborative mentality, 
excellent local partners, cul- 
tural sensitivity and man- 
agement commitment — it is 
highly unlikely a tr ain mg 
organisation will be success- 
ful in developing, market- 
ing, servicing and sustain- 
ing a iftflding presence in 
the global marketplace.” 

To become a winner in 
the global IT training 
marketplace, he says suppli- 
ers win need to maintain a 
global perspective, offer an 
easy-to-use learning envi- 
ronment, develop innovative 
products to take advantage 
of available technologies 
and show a thorough under- 
standing of their customers’ 
needs with flexible and 
up-to-date content 
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IT support has 
taken on new 
rote which are 
proving a useful 
source of revenue 
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T he help desk, long per- 
ceived as the backwa- 
ter of the IT Industry, 
is beginning to shrug off its 
. dowdy image. 

The increasing use and 
sophistication of computers 
has prompt ed a sea-change 
in the profession with the 
result that the help desk has 
emerged as one of the most 
vibrant areas in the IT 
industry. In dustry analysts 
estimate that the help desk 
market was worth some 
S450m last year and that this 
will increase to. glbn by the 
end of tiie decade. 

However, it is hot just the 
finan cia l value which is 
increasing. IT specialists 
also point to the growing 
professionalism of the help 
desk function from its often 
humble roots. 

" “A lot of IT s up port had 
grown up with the local 
system s they were serving," 
says Stuart Wright, principal 
consultant with TSC. the US 
owned IT management 
group. “The result was often 
an under-reso u rce d and inef- 
ficient operation." 

The change in the position 
of the help desk has been 
prompted by the IT revolu- 
tion. As companies and 
organisations have put their 
IT requirements at the cen- 
tre of their business, so the 
support function has been 
elevated. 

Help desks can take many 
forms depending on the type 
of support required. Mr 
Wright says TSCs tasks in 
assessing a company’s sup- 
port requirements fall into 
three c at egories: 




c 
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unit. Brian Holmes, UK cli- 
ent services manager at GE 
Information Services, part of 
the General Electric group, 
estimates that a third of help 
desk calls are due to cus- 
tomer employees not under- 
standing their equipment 
Many organisations review 
their support systems when 
they upgrade their IT net- 
works. Help desks often 
already exist and many of 
them in multiple locations, 
and so the challenge for the 
business is to reconfigure its 
support resources into a 
more effective unit 
Increasingly with the 
growing sophistication of IT 


• Research - mapping out 
the business’s IT needs and 
how the help desk can offer 
support: 

• Design - pl anning in 
detail how the company's 
organisation. IT require- 
ments and support systems 
can function together 

• Implementation - setting 
up and delivering effective 
support 


Many help 
desks have 
now changed 
from being 
reactive to 
pro-active 


"Understanding the organi- 
sation you are dealing with 
is vital if you are going to 
install a system which deliv- 
ers." says Mr Wright. “Prob- 
lems can arise hum the very 
basic to the mundane. The 
help desk needs to be able to 
respond to them alL” 

One way of tackling this 
variance is by installing a 
filtering system for enquiries ‘ 
via ah interactive telephony 


syst ems , many are going to 
external organisations to 
outsource the function com- 
pletely. 

Doug Keats, senior 
vicepresident of outsourcing 
at Wang International, the 
computer services group, 
says the help desk facility 
comes as a part of an inte- 
gral IT solution for custom- 
ers. 

He adds that emphasis is 
also put on service level, 
agreements which are 
benchmarking contracts 
between the two sides set- 
ting out the service require- 
ments. 

Wang has three global 
“enterprise service units" 
serving Europe, America 


and Asia respectively, in 
addition, it has service part- 
ners in the main areas of its 
business to supply support. ' 
locally. 

However. Keats says the 
purpose of the three -Wang 
units is to clear as many cfv' 
the problems encountered by . 
customers over ' the. tele- • 
phone, or electronically. In . 
particular, Wang encourages 
its customers to install soft r .. 
ware which will allow help 
desk staff to. access their 
systems remotely., . . . -.- 

Richard Dodd, UK service - 
desk strategy manager .-for • 
Siemens, the German elec-., 
tronics and electrical engfe- . 
neering group, believes hefo- 
ripgtrg have changed from • 
being reactive to pro-active -- 
a change which can help 
generate additional revenues : : 
for die service provider. ' 

“Siemens sees the help,, 
desk as service centres 
which act as a one-stop shop . 
for. all .our... customers’ / 
requirements." - This ' can - 
vary from simple problem : . 
solving to the provision of - r 
add-on services. “We believe 
in delivering the complete 
solution.” says Mr Dodd: 

Because support has ' 
become such an integral part 
of the IT business, Mr Dodd 
says that for many computer 
service groups, the helpdesk 
is now their main point of 
contact with customers. 
“The days of help desks 
being staffed by low-skilled, 
poorly-motivated staff are 
over. The service desk Is - 
increasingly being recog- 
nised as a core activity.” 

“Service and help desks 
win become more and more 
pro-active in identifying and 
spotting trends lor their, cli- 
ents. It will hot ail be aixrat 
problem-solving” ■. 


Royal Bank of Scotland 
‘cross-trains' IT staff 


Prom previous.page: 


down barriers . between 
entrenched technology 
camps. This is not as easy as 
it sounds; some computer 
people have an almost reli- 
gious allegiance to the tech- 
nologies they know best,” 

. Mr Mowat says. 

-RBS, cafied in leading UK 
•training company Peritas to 
help it prepare the training 
programme. Peritas has 
thought long and hard about 
training as a solution to the 
skills crisis and devised the 
Core Technologies pro- 
gramme used by RBS. 

“The programme came 
about because we wanted to 
find a way that companies 
could cope with the rapid 
change in FT and manage (he 
need for changing skills. 
Many companies have the 
skills - but they are dis- 
persed across the organisa- 
tion in islands. The Core 


Technologies programme 
aim? ’to ensure different 
islaids krurt^bout each oth- 
ers skips a&tfthe benefits 
each 'can to the. com- 
pany^' -saysSjBavid Holden, 
head , of strategic develop- 
ment at Peritas. 

Mr Holden acknowledges 
that allegiance, to technology 
can be; a problem, but not 
one that cannot be solved. 
“There is^bo&nd to be a cei> 
tain amount- erf resistance - 
IT £eopfe do, like to hold on. 
to what they -are familiar 
with: But the- programme 
worked at BBS because we 
got the message across." 

Peritas tailors the Core 
Technologies programme in 
consultation with each cus- 
tomer according to the sknia 
it has. “The courses must be * 
customised because the 
demands are complex. And 
the training must be rolled 
out with the new technolo- 
gies as they are installed. 


Typically , we would be train- 
%ing people on. a new tecbnol- 
- ogy while Tty is A being; 
installed. When they get; 
back from the course/ the 
new system Is waiting for 
them," Mr Holden says. • i ' 

RBS is pleased with- the- 
results. “We have achieved a 
far more efficient IT-' system 
and increased co-operation 
between departments: Staff 
morale has improved and, we 
have hud the foundation for 
a more flexible workforce to 
grapple with the technical 
chanenges.it will meet,” says. 
Mr Mowat 

Indeed, so successful has 
the programme been that 
RBS has devised a different 
version for its business man- 
agers so that they can see 
the important role played by 
IT in the business. Peritas, 
too. gained credit; the pro- 
gramme was instrumental in 
bringing it the IT Training 
Company of the Year award. 
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Always a great idea. 


Samsung are die number one manufacturer of CRT monitor* In die world, with a leading marfcet share. Our new LCD TFT monitor arm dra 
result of years of ongoing investment In R&D and commitment to technological innovation. With this ownership of die technology and high 
Iwels of vertical integration, we can ensure reliability and performance at every sage of development The TFT range Is die new gen era don 
of SyncMaster monhors.Tlj^r hare true flicker free real flat screens, h#i contrast ratios, no picture distortion or interference and weigh lust 
one third of a CRT monitor. Finally: with their ultra wide viewing angles, they are the ultimate monitors whichever way you look at than. 
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QOMB V By Paul Taylor 
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Now an urgent management issue 
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The year 2000 computer date change 
problem could easily cripple an 
organisation’s ability to carry out its 
critical business functions 
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r« the countdown has 
- - 1 begun. : It •" has - been 
, JL; called the most seri- 
ous-challenge ever to hit the 
information - technology 
industry, but in reality it 
could be- the biggest crisis to 
hit businesses, governments 
and other organisations that 
rely on i^wxuRtion tedhnol- 
ogy systeans. 

The start of the new mil- 

lennium poses many chal- 
lenges, but perhaps none is 
more serious than the need 
to ensure that computer 
systems around the world 
can cope , with -the date, 
change at midnight^ " on 
December 3L 1999. ■ 

; Many ' organisations could 
be thrown 'into chaos and 
same Could even go out of 
business because of the way 
much older computer soft- 
ware handles dates. But the 
problem does not stop there. 
Lifts, medical systems, 
power stations, missile 
systems , and other devices, 
which contain embedded 
micro-controllers, may also 
be vulnerable. 

‘ “Much everyday equip- 
. meat such as air-condition- 
ing systems, bar-code scan- 
ners, lifts, telecoms 
equipment or underground 
cabling includes "embedded' 
date sensitive software," 
warn guideline notes issued 
by Garrets, the London- 
based law firm. ' ' ' 

To address- such issues 
companies such as Gulf 
Computers have- set up spe- 
cialist units to address the 
issue of embedded systems. 
Among the companies Gulf 


is working with are east 
coast electricity utilities in 
the US; - 

Some organisations, par- 
ticularly those in the finan- 
cial sector, have already 
experienced problems with 
date-based calculations, 
which extend past the end of 
the decade. For example, 
some financial services com- 
panies have already faced 
problems with pension and 
Hfe insurance calculations. 

The year 2000 problem 
results from the common 
practice among computer 
programmers until quite 
recently of representing the 
year in a date field with two 
digits rather than Tour. Pro- 
grammers originally did this 
to save on then-costly data 
storage space. Unfortu- 
nately, however, in these 
systems - the year 2000 
becomes 00, leading to 
unpredictable results, false 
calculations or system 
"crashes'. 

Although the year 2000 
problem Is usually associ- 
ated with traditional main- 
frame computer systems, all 
computers could be affected, 
including departmental 
minicomputers, network 
servers and PCs. Based on 
early studies, about 80 per 
cent of all mainframe com- 
puter programmes appear to 
be vulnerable. 

The millennium date 
change problem could crip- 
ple an organisation’s ability 
to execute its critical busi- 
ness functions, impacting 
everything from real-time 
transactions and electronic 
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data transfer to back-office 
systems. Without year 2000 
compliance, business will 
grind to a halt. 

Establishing the full scale 
of the problem is difficult: 
analysts have estimated that 
the cost of fixing the prob- 
lem worldwide could reach 
$600bn, and absorb up to 50 
per cent of the world's total 
IT budget from now to the 
millennium. 

With fewer than 24 months 
to go before the 20 Lb century' 
ends, a whole industry has 
grown up around what is 
now variously described as 
the ‘Millennium Bomb', the 
'Millennium Bug’, the Year 
2000 Problem' - or simply 
"Y2K'. On the face of it, solv- 
ing the century date change 
problem should be simple: 
find all two-digit year refer- 
ences, ‘fix' them and test the 
system to see if it still 
works. 

There are two basic 
approaches to making soft- 
ware compliant. One is to 
expand the size of the year 
fields across the whole appli- 
cation and the other is to 
develop software logic to 
deduce the century number 


from the year number - 
‘windowing* is such a tech- 
nique. Expanding the date 
field is generally regarded as 
the purist approach, but is 
normally more difficult and 
costly to Implement than the 
latter ‘quick fix' approach. 
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However, in both cases 
much of the difficulty lies in 
finding where changes need 
to be made within an appli- 
cation portfolio that may 
comprise many millions of 
lines of code and then test- 
ing the systems to ensure 


Ten per cent of worldwide spend 
go towards solving the year 2000 

that the solution has been 
correctly implemented. 

In response, companies 
such as US-based Viasoft 
have developed specialist 
toolkits which help auto- 
mate the whole compliance 
process and then log the 
results. Other companies 
including Britain's 1CL, the 
IT systems and services com- 
pany, have developed spe- 
cialist 'Year 2000 conversion 
factories* where client’s 
systems can be analysed, 
converted and tested. 

Amending existing pro- 
grammes is complicated by 
the fact that more than 2,000 
different programming lan- 
guages have been used since 
the 1950s - many of which 
are no longer supported by a 
manufacturer. In addition 
most applications have been 
modified over the years and 
documentation is often inad- 
equate or missing entirely. 

Already, the demand for 
reprogramming has begun to 
reveal skills shortages - 
especially in the ‘old' pro- 
gramming languages, such 
as Cobol. As a result, some 
experts predict that the cost 
of qualified staff may double 
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every year as 2000 
approaches. To help offset 
these rising costs, many 
organisations are turning to 
offshore software develop- 
ment centres, such as India, 
to help ease skill shortages. 
Computing services compa- 
nies with specialist Year 
2000 units are also in strong 
demand. "About 25 per cent 
oF our revenues are coming 
from Y2K work," says Mar- 
tin Cad dick of DMR which 
has doubled the size of Its 
workforce from 90 to 180 
people over the past year. "It 
all comes down to risk man- 
agement,” says Mr Caddick. 
“no-one really knows what Is 
going to happen." 

The rising cost and 
increasing scarcity of 
resources to modify and 
update software code has 
encouraged some companies 
to replace custom-built appli- 
cations with off-the-shelf 
packages. Enterprise 
resource planning (ERP) 
vendors such as SAP and 
Baan, in particular, appear 
to be benefiting from the 
decision by some companies 
to replace rather than repair 
ageing legacy applications. 
"The Year 2000 problem has 
definitely boosted sales," 
says Mark Wabschall of 
Baan. 

Other potential beneficia- 
ries include the law firms 
which have already built up 
specialist units to advise 
their clients on ways to min- 
imise risk, and if necessary 
on the flood of lawsuits 
which are expected to 
accompany the Millennium 
date change. As Roger Bick- 
erstaff and Mark O'Conor of 
the law firm. Bird & Bird, 
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noted in a paper prepared 
last year: “Legal consider- 
ations will be an important 
factor in determining how 
the Year 2000 problem will 
be dealt with. "In particular, 
legal considerations will 
determine whether the sup- 
plier or customer will be lia- 
ble to pay for any modifica- 
tions that are necessary to 
software in order to cope 
with the problem." 

Without doubt, some of 
the more sensational doom- 


laden forecasts made by 
self-styled Y2K experts and 
consultants are self-serving 
and exaggerated. Neverthe- 
less. the scale of the problem 
is truly awesome. 

Millions of lines of vital 
computer code are poten- 
tially vulnerable around the 
globe making the use of 
automated tools for analysis, 
modification and testing an 
imperative if deadlines are 

Turn to next page 
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...what IT can do 
for your business... 

TTikb days, the key to success is the competitive edge 
provided by the technology itself. And that depends on the 
resources, experience, aid professionalism of the company 
behind the technology. So it's reassuring to know tiiat 
Siemens Mxdorf is the largest European PC and server 
rrmifecturef and the leading provider of IT solutions and 
services. And with an annual R&D budget of around £300 
million, and sales of over £5 billion you can be sure that well 
also be able to meet your needs over the longer term. 


...before your 
competitors. 






No one else offers a comparable mastery of the complexities 
of European’business with a truly global reach. Plus unrivalled 
experience in aD the main business sectors. 

It gives Siemens Nixdorf customers a competitive edge, 
from individuals working with internet capable notebooks, 
to global companies using enterprise solutions to go toe-to- 
toe with competitors wherever they meet If you would Bee 
to find out what Siemens Nixdorf can do for your business call 
Q1344 850886, (before your competitors). 

Fax; 0T344 850912 www.sni.co.uk 
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Siemens Nbcdorf: User Centred Computing 
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US businesses lead the 
way in find in g solutions 
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to be met. In Europe, where 
the January 1999 deadline 
for eeonomomic and mone- 
tary union is also looming, 
and organisations are gener- 
ally lagging their US coun- 
terparts. the problem is par- 
ticularly pressing and there 
is growing concern that the 
resources to tackle both 
issues will not be available. 

Such concerns even 
prompted President Clinton 
to urge the European Union 
io November to consider 
’delaying monetary union. 
There seems little likely- 
hood of that happening, 
however, as Yankee Group 
analysts have noted, “there 
is little doubt that meeting 
the deadlines of Emu and 
the end of the millennium 
will cause enormous strain 
on European IT resources, 
and one deadline is immov- 
able. the other is purely arbi- 
trary.” 

But despite dire warnings 
about the implications of the 
problem, significant varia- 
tions are emerging in the 
responses of organisations in 
different countries, various 
industries and of different 
sizes. While the information 
remains patchy, a steady 
stream of survey data such 
as the international compari- 
son published last month by 
the PA Consultancy group, 
is beginning to suggest some 
broad trends. 

Among these, organisa- 
tions in the US appear to be 
ahead of those in the UK. 
which in turn are ahead of 
their counterparts in conti- 
nental Europe and Asia. The 
financial services industry 
and large multinational com- 
panies are in the vanguard 
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On the Prime Meridian Line: Robin Guemier of the UK’s Taskforce 2000 group with Dr Kristen 
Uppincott, director of the Millennium Project, the Old Royal Observatory, Greenwich 


while medium-sized compa- 
nies and public sector organ- 
isations appear to be the 
least well prepared- 
Perhaps most worrvingly. 
business managers in some 
organisations still seem to 
be unaware of the problem, 
under-estimate its impact, or 
even deny its existence alto- 
gether. For example. PA's 
latest survey showed that 
while awareness amongst IT 
professionals is high, only 55 


per cent of business manag- 
ers are perceived to be fully 
aware of the implications 
and costs of the problem. 

In Britain, for example, 
Robin Guenuer. executive 
director of Britain's indepen- 
dent Taskforce 2000 group, 
has consistently argued that 
most businesses, large and 
small, do not really under- 
stand the problems and are 
therefore not taking it seri- 
ously. 
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Still hoping for a miracle cure 
for your Year 2000 headache? 
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veil, don't hold your breath. After all, we 
are talking about the biggest information project 
in history. And the only way to get through it is 
with hard work. And the right partner. 

Unisys, with its vast capability and success 
in systems integration, has a range of innovative 
services and solutions to help you meet that 
immovable deadline. 

With unrivalled experience in mission 
critical applications for many of the world's 
largest enterprises. Unisys really understands 
how to deliver when reliability is everything. 
Working with you we can bring together the 
right resources, tools and methods to tackle 
large scale, time sensitive projects such as 
EMU and of course, year 2000. 

Call us today and find out how Unisys, as 
your systems integrator, can make one of the 
toughest jobs in history a lot easier to swallow. 
+44 1895 86 2001 or www.unisys.com 


He argues that around 
40.000 medium, ‘large busi- 
nesses, employing more than 
6m people directly, are doing 
far too little and has warned, 
“unless they are making real 
progress by the end of the 
current financial year, they 
risk severe damage, even 
failure." 

Several factors could 
explain such inertia. First, 
the Year 2000 Issue is some- 
times viewed as a problem of 
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IT professionals' own mak- 
ing. 

Second, the end of the cen- 
tury may still seem a long 
way off to companies focus- 
ing on short-term bumness 
solutions and quarterly 
results - a view which could 
evaporate quickly as audi- 
tors, equity analysts, inves- 
tors and bankers begin to 
focus attention on compli- 
ance. 

Third, correcting the prob- 
lem could be very expensive 
- .for example, Mr Guemier 
has estimated that the big 
four UK high street banks 
could face a collective bill of 
around £500m to become 
Year 2000 compliant. 

What is more, the tedious 
task of analysing, repairing 
and testing software code 
brings few if any benefits 
other than enabling an 
organisation to continue in 
business. As such, asking 
the board for extra funds to 
complete a Year 2000 pro 
gr amm e may appear an 
unattractive proposition. 

As Tim Skates, a consul 
tant with IDC, the industry 
analysts, has noted: "Who 
would have thought busi 
ness application code writ 
ten in the 1960s. 1970s. and 
early 1980s would still be in 
use in the Year 2000? 

“Certainly, not today’s cor- 
porate financial directors 
who now face an IT legacy 
that will see them authorise 
multi-million pound expendi- 
tures with no tangible 
return on investment and 
which ultimately impacts 
the corporate bottom line. 

Cost and the rapidly grow- 
ing shortage of human IT 
resources are among the rea- 
sons why many analysts fear 
that many organisations will 
manage to achieve full Year 
2000 compliance. Cap Gem- 
ini. the European computer 


Despite dire 
warnings 
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problem, some 
managers still 
appear 
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services group, estimated 
recently that one in 10 
organisations will fail to 
meet the deadline for con- 
verting their systems to 
Year 2000 compliance. 

Cap Gemini, which has 
developed a Millennium 
Index to track how effec- 
tively the problem is being 
addressed in Britain, warns 
that if the timetable to fix 
the problem slips by just 
three months, one In four 
organisations, representing 
31 per cent of GDP, will fail 
to meet the deadline. 

Nevertheless, those organi- 
sations which do success- 
fully address the issue can 
expect to reap some benefits 
over and above survival. 

"Although this is a mas- 
sive task, there are some 
side-benefits." says Gordon 
Monro, in charge of the Year 
2000 programme at DHL 
Worldwide Express, the 
international courier. 

"The whole process 
demands that we produce a 
complete inventory of our 
application systems globally, 
regionally and in every 
country. This gives us a 
unique opportunity to 
rationalise the software 
which is being used by DHL 
around the world, and 
enables the potential further 
sharing and re-use of locally 
developed systems." 

DHL has set aside S25m 
over the next two years to 
ensure that its computer 
hardware and software 
systems are able to deal with 
the date change. “We have 
more than 20m lines of code. 
1.000 servers worldwide and 
more than 25,000 networked 
users to deal with." says Mr 
Monro. 

What DHL's experience 
highlights is that the Year 
2000 problem is no longer 
just a technical issue. It Is 
now a management issue, 
and an increasingly urgent 1 
one. 
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As information technology becomes 
increasingly integral to many 
businesses, IT directors may be better 
placed to become strong contenders 
for chief executive 


T he information tech- 
nology director - 
increasingly called the 
chief information officer in 
the US, though hardly ever 
in the UK - is slowly gain- 
ing influence in the board- 
room. 

In most industrial nations, 
the importance of the IT 
director - whatever title he 
or she goes under - to the 
future of the enterprise is 
gradually becoming 
acknowledged. Some sectors, 
such as banking, have 
treated the IT director as a 
key member or the manage- 
ment team for 20 years, but 
in other areas this is only a 
recent change. 

It is no longer enough for 
an IT director to have good 
technical skills and be a 
good communicator. Now 
the principal requirement 
may be to able to contribute 
to strategy, in almost half of 
the top UK companies the IT 
director is now a member of 
the business strategy devel- 
opment team, according to 
IDG's 1997 survey of IT 
trends. The IT director thus 
typically requires a much 
broader range of skills, man- 
agerial and political as well 
as technical, than was the 
case in the 1980s. 

The job is now more 
exposed and the incumbent 
is therefore more vulnerable. 
At the start of the 1990s the 
US magazine Business Week 
declared that ‘CIO’ stood for 
‘Career Is Over.’ 

The high fall-out rate 
among IT directors to which 
it referred stemmed from the 
difficulties they had in keep- 
ing up with technological 
change and in delivering 
effective new systems in a 
reasonable time. 

In recent years some IT 
directors have argued that 
their job is harder than that 
of the chief executive - and 
sometimes chief executives 
have agreed. 

Companies which have 
recognised how crucial the 
IT director could be to their 
future are now prepared to 
pay whatever is necessary to 
get the right person for the 
job. recognising that such 
talents are in short supply. 

However, most organisa- 
tions. especially small and 
medium-sized enterprises, 
still do not value the head of 
IT as highly as his col- 
leagues. 


"If IT directors were being 
listened to by their col- 
leagues we would not have 
had the year 2000 date 
change problem.* 1 argues 
Pete- Breen, a partner in the 
executive search firm Hei- 
drick and Struggles. 

He sees the rapid spread of 
outsourcing as a vote of no 
confidence in the IT director. 
Very few IT directors have 
been able to treat the intro- 
duction of outsourcing as an 
opportunity for them to 
become more involved in 
business strategy, he says. 
Most have been downgraded. 

There are notable differ- 
ences between the status of 
the CIO in the US. where 
business has become 
extremely technology-depen- 
dent. and the UK. where 
technology is still frequently 
regarded as an accessory. 

European companies gen- 
erally appear to give IT a 
lower priority' than their US 
competitors. The higher sta- 
tus of the CIO in the US may 
therefore be construed as an 
indicator of the widening 
technology gap between the 
US and Europe. CIOs in the 
top US companies, such as 
hanks and airlines, can com- 
mand pay packages of 
£500,000 (.$825,000) to £lm 
($1.65m), plus long-term 
incentives and stock options. 
In other US industries they 
can earn at least £200.000 
($330,000). 

I n only a very few UK 
companies can the IT 
director earn a package 
worth more than £200.000. In 
most industries in the UK 
the range is £100.000 to 
£200,000. Only the top UK 
banks pay their IT directors 
as well as their US equiva- 
lents. 

In the US, it is the norm 
for CIOs to sit on the main 
board of directors and to 
report directly to the chief 
executive, not through the 
finance director. 

In the UK, still only a few 
IT directors sit on the main 
board, despite the high 
expectations held for them 
in the 1980s. Woolwich 
Building Society's president 
Sir Brian Jenkins recently 
complained that too few of 
the top UK financial services 
firms had IT directors on 
their boards. He was refer- 
ring to research by the Wor- 
shipful Company of Informa- 


tion Technologists which 
found that only U out of 40 
such firms had board-level 
representation for IT.. 

But nearly .half of IT exec- 
utives in the top UK firms 
now report, to the chief exec- 
utive rather than to the 
finance director or another 
senior executive, according 
to IDC. 

In spite of this statistic it 
seems that in the UK stiD 
too few IT directors can dent 
onstrate the range of abili- 
ties that are required to 
reach, the top level of .man- 
agement 

Because, electronic com- 
merce is more developed in 
the US, the American. CIO 
. also has to be much mere 
outward-looking than, his UK 
counterpart and therefore is 
typically more Involved in 
business process re-engineer- 
ing. 

In smaller organisations, 
the UK also markedly- lags 
the US in its treatment of IT 
management CIOs in the US 
have generally raised .their 
status a lot during the 1990s. 
whereas in most UK compa- 
nies the head of IT is stfll 
regarded with suspicion by 
other senior managers. He Is 
often accused of talking in 
jargon rather than in the 
business language that his 
colleagues use. 

Neither in the US fior the 
UK have many IT directors 
risen to become chief execu- 
tives, but the number Is 
probably more in the US. In 
the UK . Gene Lockhart 
showed the way at Midland 
Bank, Mike Harris at First 
Direct Peter Woods at Direct 
Line. But in the US more 
examples could be quoted. 

Mina Gouran, a partner in 
executive search firm Korn/ 
Ferry International, says 
that IT directors da not usu- 
ally get enough early experi- 
ence of general management 
to qualify them for the job of - 
chief executive. The career 
paths of marketing and 
finance executives give them 
a natural advantage,- she 
says. However. Michael Earl, 
professor . of information 
management at -the .London 
Business School, notes that 
at least IT directors 'are now 
serious candidates for the 
top job in the UK, which 
they hardly ever were a 
decade ago. - •' _!'• 

As IT becomes increas- 
ingly integral' t o ma n y busi- 
nesses with the . /spread of 
electronic commerce ; mzd 
Internet trading; TT directors 
may be better -plac&Ito gain 
more general management 
experience and this become 
strong contend ens fdr chief 
executive. . ” -v - 


VIEWPOINT: IT directors 1 tgsfks • By’ p^errCoppH^' ^ 

An evolving role 1;; 


The worldwide total annual 
expenditure on information 
technology is nearing 
$2.000bn - yet many leading 
software projects fail. Last 
year, in the US alone, bil- 
lions of dollars was spent on 
projects that were subse- 
quently postponed or can- 
celled. 

Furthermore. IT directors 
are faced with many chal- 
lenges - they include: 

□ The relentless emer- 
gence of new technologies. 

□ The time-to-market for 
new IT applications is short- 
ening. 

D Many computer-users 
are becoming IT ‘J iterate' - 
so they now want to do more 
with IT themselves. 

It is inevitable that when 
projects fail, or do not 
achieve the full, anticipated 
benefits, the IT director will 
be blamed. However, despite 
these problems, the relation- 
ship between business and 
IT is steadily improving. 

The evolution of the IT 
director’s role can be sum- 
marised as follows: 

O A transaction-based 
relationship: 

In the past - ;md there are 
still plenty of examples 
around - the business and 
IT relationship was transac- 
tion-based. The business 
asked*, and IT ‘delivered’ a 
solution. 

Characteristics of tliis sys- 
tem were that the majority 
Of. investment was on the 
maintenance of legacy 
systems. Now developments 
take years to happen: appli- 
cations development drives 
technical architecture and 
the IT department has multi- 
ple interfaces with the busi- 
ness. 


□ A partnership-based 
relationship: 

Today, organisations are 
gradually moving towards a 
more partnership-based rela- 
tionship. The IT director and 
his team are beg inni ng to 
identify what the business 
needs and pinpoint the best 
source of supply. 

By pursuing this type of 
relationship, it means that 
there is speedy development 
of capability. The IT director 
has single interfaces with 
the business through 
accountant management 
functions. The technology 
innovation group keeps 
abreast of new develop- 
ments. Systems architecture 
and planning anticipates the 
IT infrastructure needed to 
support solutions, driven by 
account management and 
technology innovation. Tech- 
nical services provide exten- 
sive support for the desktop. 
Solutions delivery and tech- 
nical services are prime tar- 
gets for outsourcing. 

□ Integrated relationship: 

This all sounds encourag- 
ing. but PA has been work- 
ing with clients to create a 
further evolution in relation- 
ships - an integrated rela- 
tionship. 

Here, the IT department 
moves a step further and 
anticipates and supports the 
business needs, providing a 
flexible IT infrastructure 
which the business can 
apply to satisfy its needs. It 
has long been recognised 
that what the business 
wants to do, the IT depart- 
ment often cannot provide 
because of a rigid, tight 
infrastructure. 

For organisations to move 
their IT function to this inte- 


grated path which. /after 

all could resolve •&£ age-old 
‘business versus JT 1 ^ 
journey can be sc Icaig and 
arduous one'. For ;most 
organisations, . thta ..would 
mean a complete Jrarisf&Tna- 
tion and a painftd frahsitiOTL 
but it could be an alternative 
approach to another, argu- 
ably increasingly financially 
painful one - that ipf giving 
the whole problem bf the IT 
function to somediie. else - 
by outsourcing it; -’v ! . 

There are four . points to 
bear in mind when annrgan- 
isation sets out to move its 
IT-business - relationship 
from transition-based '.to an 
integrated solutions . 

1. The preference of users 
- ‘the customers' must be 
thoroughly understood. - 

2. Rather than offbring the 
usual generic products. Indi- 
vidually tailored customer 
solutions must be the nor®. 

3. People, processes and 
technology must be aligned 
to deliver customer solutions 
efficiently. 

4. Value-adding 1 relation- 
ships delight and retain cus- 
tomers. 

So. given all of these con- 
siderations, the IT director 

must accept accountability 
for customer satisfaction: 
determine and agree busi- 
ness-relevant performance 
targets for IT; and Structure 
the IT department, processes 
and . jobs to meet customer 
requirements. 

Furthermore, he or she 
must ensure the right people 

are recruited, trained, 
empowered and equipped. 

Pefer Copping is' group 
head of computers and tele- 
communications at PA Con- 
sulting Group, London 
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time in the office, 
i time with clients 


afew years, more than 75 per 
ceht.pf so-called ‘knowledge workers' 
: ^option-independent,’ with 

portable coinputers more powerful 
; today's desktop machines 
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‘ A s ".the : distinctions 
between local and 
-t.rn.wide -area networks 
evaporate and the concept of 
.'anyWhem, -.anytime, any- 
how' connectivity moves 
closer to reality, companies 
. and -/other organisations are 
seeking, to ..Integrate their 
expanding portfolios erf note- 
book PCs. subnotebooks and 
: handheld^ machines? ■ •• 

Hie -successful integration 
of portable PCs into the cor- 


tant as companies place a 
growing emphasis on provid- 
ing real service to their cus- 
tomers. 

As Eric Benhamou, 
3Com’s chief executive, 
notes, corporate networks 
have, reached the point 
where they are already well 
established in large build- 
ings and throughout corpo- 
rate campuses. But increas- 
ingly. 3Com’s customers 
want to tie their mobile sales 


potato computing infrastruc- forces, branch offices and 
ture is of growing impor- partners into their bead-of- 


5 tance. if ' companies are to 
. respond quickly to changing 
markets and satisfy their 
. increasingly demanding cus- 
tomers.,.' 

V ' “Financial- services compa- 
nies are among our biggest 
customers, " . says Nigel 
Parry, managing director of 
Portable Add-ons, a UK- 
based, portable computing 
■ specialist Companies in the 
financial services sector are 
traditionally at the forefront 
of technological Innovation. 

, “Most companies are 
working _out hpw to move 
people out of the office, and 
how to give them access to 
corporate information,” says 
Rik Moran; vice president of 
marketing and enterprise 
networking for Nortel, the 
Canadian-based telecoms 
equipment group. Nortel 


Gee networks. 

“Remote access is a second 
phase application," says Mr 
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user to be truly mobile.” 
says Text Systems. Indeed, 
companies such as Xircom, 
the US-based connectivity 
specialist, have built a thriv- 
ing business combining the 
various technologies into PC 
cards, the de facto communi- 
cations interface for mobile 
PCs. Xircom's latest PC 
cards combine a 56Kbps 
modem, 10/ 1 00Mb fast Ether- 
net interface and GSM con- 
nectivity all in a credit-card 
sized package. 

"Notebook computers are 
increasingly being used as 
desktop replacements,” 
notes Dirk Gates, Xircom's 
founder and chief executive. 
Combining network and 
modem functions in a single 
card makes it easy for corpo- 
rate notebook PC users to 
use the same machine in the 
office, on the road and at 
home. 


Toshiba 

28% 


Instruments 

8 % . .. 


Compaq 

14% 


Benhamou. "In other words, 
you have to first have net- 


itself has 70,000 employees of works in your main sites 
whom 10 per cent use ISDN before you can provide 


connections -from home and 
some 40 per dent, are /mobile’ 
in some sense. 

' Text Systems, a London- 
based computer services 
organisation "specialising in 
mobile computing, defines 
mpbile computing as "put- 
ting ..people at their 
desk wherever they, are.” 
Providing access to informa- 
tion and communications 
anywhere enables employees 
to- spend less tune in the 
office, and more time with 
clients - increasingly tmpor- 


meaningful remote access - 
we are just getting into the 
mainstream of that second 
phase.” 

The ability to deliver com- 
puting services to the mobile 
user wherever they might 
be, relies on a number of 
technologies including porta- 
ble hardware, global net- 
works including the Internet 
and wireless data communi- 
cations. 

“It is the' convergence of 
these technologies that 
finally allows the computer 


The latest high-end note- 
book machines come with 
fast Pentium 233Mbz MMX 
microprocessors, high speed 
integrated CD-Rom drives 
and large, bright 13 or even 
14-inch LCD screens. Fea- 
tures such as these have 
helped portable PCs manu- 
facturers such as Toshiba, 
Compaq, International Busi- 
ness Machines and Dell 
make steady inroads into the 
desktop market. Today, 
about one in every three per- 
sonal computers sold in the 
US and one in every five in 
Europe is a mobile machine. 

The value of portable PC 
sales is expected to more 
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Year 2000 compliance or 
IT skills shortage problems ? 
IIS has the solutions. 


QS is a UK registered company which has built an impressive client list over the 
last 12 years. Through its four offshore development centres in India IIS provides 
very cost effective and comprehensive services. IIS works in partnership with 
clients to meet their needs and is proud of the level of repeat business gained 
as a result of joint success. 

Skills Delivery 

QS provides clients with a wide range of IT skills across a comprehensive set of 
■ services and technical platforms. Resources can be deployed both on site and 
offshore, by utilising high speed communication links, in the manner which 
maximises client benefit 

: Software Development 

QS provides for any or all stages of the project life cycle. This may cover 

- enhancements or migrations of existing systems or the development of new 

- systems. Although all work can be performed on site the use of our offshore 
. development centres will provide significant savings. 

. Applications Management 

The largest part of any IT budget is most probably reserved for the maintenance 
of existing and ageing systems. Using QS 1 Application Management service will 
release valuable funds and resource for new business critical systems. 

-. Year 2000 Solutions 

QS;has very significant practical experience gained overa large number of major 
Year 2000 projects within the financial, insurance, utilities, travel, services, 
manufacturing and pharmaceutical sectors. QS2000 is our proven proprietary 
methodology . and automated toolset QS2000 and IIS- MANTIS are exclusive to 
QS, support all stages of Year 2000 projects, and handle diverse languages 
across multiple platforms. 

CUent Benefits 

A growing aumber of leading UK and European companies are taking advantage 
of t&e services provided by QS and are already reaping the benefits which include: 
Low cost : - up to 50% savings can be realised 

low risk ' - mature, proven infrastructure and successful track record 
High quality - IS0900i/nckIT accredited 


. For information on how we can help your organisation please 
-- contact Pan! Gardner, General Manager Sales and Marketing. 


Eangjey Business Park ^ 735500 

WateradeDrive Fax: 01753 735501 

'/Langifey; Berks \ | fjj E-mail : marketing@iisplc.co 

sLiiSEz • 

-v • ; International Informatics Solutions pic. 

. UK - USA - Mexico - Gjaonentsi Europe - Singapore - South Africa - Middle East -India 


Tel: 01753 735500 
Fax: 01 753 735501 

E-mail : maiketmg@liisplc.com 
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than double from $30bn in 
1996 to nearly $80bn by the 
end of the decade, an 18 per 
cent compound annual 
growth rate, according to a 
study of pen, palmtop and 
notebook computer markets, 
prepared by Frost & Sul- 
livan, the market research 
company. 

This demand is driven, at 
least in part, by companies 
replacing desktops with por- 
tables sold with PC Card net- 
work devices, docking sta- 
tions or port replicators 
enabling them to easily inte- 
grate with corporate net- 
works. For example, 65 per 
cent of Dell's Latitude 
machines are sold with port 
replicators making them 
'network ready,' 

By the end of the decade, 
55m users will work outside 
the boundaries of the* enter- 
prise and without benefit of 
local area network or 
high-speed wide area net- 
work connections at least 20 
per cent of the time, accord- 
ing to Gartner Group, the IT 
consultancy. 

Tbese users include both 
remote workers (telecommu- 
ters) as well as truly mobile 
workers - for example, field 
service technicians. Within a 
few years, more than 75 per 
cent of so-called 'knowledge 
workers' will be 'location-in- 
dependent. ' predicts Gartner. 

The technology' to support 
such workforce flexibility 
has emerged only in the last 
few years. Already, however, 
notebook portable PCs and 
handheld devices have estab- 
lished themselves as main- 
stream business tools, pro- 
viding increased flexibility 
both inside and outside the 
office. 

Now, as the price premium 
for portability shrinks and 
the technology gap with 
desktop machines narrows, 
portables are beginning to 
replace the traditional desk- 
top in some organisations. 

A few years ago. a porta- 
ble machine cost on average 
almost three times the price 
of a comparable desktop. 
There is still a price pre- 
mium. but at the entry level, 
in particular, it has nar- 



... 






The mobile workforce: powerful portable- PCs are likely to play an expanding role in corporate computing as the 1990s draw to a dose. 
These machines and the applications they support will also remain at the cutting edge of computer technology 


rowed considerably. For 
example, it is now possible 
to buy a top brand-name 
notebook PC built around a 
Peutium 16SMHz MMX pro- 
cessor for around £1.200. 

Indeed, most portable PC 
manufacturers have devel- 
oped a tiered approach to the 
market, typically combining 
entry level machines with 
12-inch or larger DSTN col- 
our screens and full-function 
high-end notebooks such as 
IBM's ThinkPad 770 mac hine 
which boasts a 14.1 inch TFT 
(thin film transistor) screen 
- larger than most standard 
desktops. 

"There has been a very 
clear segmentation of the 
market." says Andreas 
Barth, who oversees Compaq 
Computer’s European 
operations. 

Hans Geyer. In charge of 
Intel's European operations, 
also identifies different seg- 
ments within the portable 
market. He suggests there 
are three distinct segments, 
full notebooks, sub-note- 
books that are either thinner 
and lighter or smaller than 
full-sized notebooks and the 
emerging handheld market 

While Intel has moved 
quickly and effectively to 
capture the notebook and 
sub-notebook market. Mr 
Geyer acknowledges that the 
architecture of the handheld 
market is still in flux. 
Reflecting this, the leading 


handheld computers, includ- 
ing Psion machines, 3Com’s 
PalmPilot and the second 
generation Windows CE 
machines, all use different 
microprocessors and operat- 
ing systems. 

However, at least in the 
mainstream notebook mar- 
ket, the basic platform is 
now firmly established, 
indeed, the technology gap 
between notebook machines 


half of this year will see 
Intel release a portable ver- 
sion of the Pentium n. 

The development/sales 
cycle has also caught up 
with desktops. For example. 
Toshiba works on 3:6:1 
model - three months to 
develop a product, six 
months to sell it and one 
month ‘to wind it down’. As 
Gartner notes, "notebook 
products will only be profit- 


Portable and powerful personal 
computers are likely to play an 
expanding role in corporate 
communications as the 1990s 
draw to a close 


and their desktop counter- 
parts has narrowed signifi- 
cantly over the past three 
years. 

In particular. Intel has 
begun to use the latest pro- 
cess technology* to address 
the portable market “That 
is quite different from three 
years ago." says Mr Geyer. 
"As a result, portables have 
caught up in performance 
terms with desktops." 

In particular, when Intel’s 
new MMX chip was 
launched last year, portables 
using the new technology 
were rolled out on the same 
day as their desktop counter- 
parts. Similarly, the first 


able for tbe first few months 
or their life.” 

Such tight schedules have 
taken a toll on some manu- 
facturers. Fast product 
cycles demand high levels of 
research and development, 
particularly In the portable 
market where there is a pre- 
mium placed on miniaturi- 
sation, low power consump- 
tion and weight. It can also 
mean pressure to reduce 
testing - one reason why the 
'dead-o o-arrival' rate for 
notebook PCs is much 
higher than for desktops. 

Portable PCs are likely to 
play an expanding role in 
corporate computing, as tbe 


1990s draw to a close. But 
the machines and the appli- 
cations they support will 
also remain at the cutting 
edge of technology, present- 
ing both hardware manufac- 
turers and software develop- 
ers with some of their 
biggest challenges. 

As Text Systems notes: 
"The technologies to support 
true mobile computing are 
just reaching maturity and 
the next few years will see a 
slew of exciting new prod- 
ucts reaching tbe market. 
Hardware will become 
smaller and more powerful 
so that soon tbe computing 
power inside a hand-held 
unit will exceed that of 
today’s desktop PCs.” 

Wireless data communica- 
tions will be available 
throughout most of the 
world and accessible 
through a single miniature 
hardware interface, and tar- 
iffs will adapt to suit data as 
well as voice, adds Text 
Systems. The Internet will 
provide the necessary wide- 
area networking facilities 
and applications will be 
adapted for Internet access. 

"With all these technolo- 
gies in place, it will be possi- 
ble to access personal, corpo- 
rate and public information 
using any computer with an 
Internet connection and an 
advanced browser, deliver- 
ing your personal desktop 
anywhere in the world." 


Anyone can tell you 
that our solutions will help 
even if you haven’t 
started changing over 
to the EURO yet. 



[ What they can’t tell you about is our new logo ] 
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Micro Fmbs lid • Tbe Lkd 22-30 Old Balk it <3 id Ntvhsry ■ Brikshirr KG 14 1QN • Uiiitd Kingdoe Phone *44(01 16)5 32616 Fa -4410) 1631 161272 



FINANCIAL TIMES WEDNESDAY JANUARY.? 1998 








OPERATING SYSTEMS • By Rod Mewing 


Unix losing ground in 
war with Windows NT 


Microsoft is targeting the high 
volume, small and mid-size server 
market, but it also has eyes on the 
higher margin enterprise sector 


T he words “Windows 

NT won't scale” have 
become almost a man- 
tra to many Industry tradi- 
tionalists. However, analysts 
at International Data Corpo- 
ration estimate that more 
than 38 per cent of all server 
units [computers that pro- 
vide shared resources to cli- 
ents across a network] 
shipped in the last 12 
months fit into the current 
NT scaleabllity range. This 
means that scaleability - the 
ability to handle a large 



Dave Blenberger of Data 
General Corpo ra tion says ‘NT is 
already scaling weiT 


number of concurrent users 
or large databases - is only 
an issue in the top two per 
cent of applications. 

“The battle between NT 
and Unix [a type of operat- 
ing system] has already been, 
won by Windows NT, 
because the majority of ven- 
dors are backing it for mis- 
sion-critical systems," says 
Irving Caplan, technical 
director of CMG. the Euro- 
pean computer services com- 
pany. 

“With clustering and 
enterprise extensions, we 
have a real platform that 
will be mature enough for 
people to be comfortable 
with in 1998." 

The IDC figures suggest 
that more Windows NT serv- 
ers will be sold than Unix 
systems, although its lower 
cost means that Unix 
licences give it a lead in rev- 
enue terms. 

Novell's IntranetWare net- 
work operating system leads 
the way in shipment terms, 
although its revenue share is 
low, being used for commod- 
ity priced file and print ser- 
vices, rather than running 
applications. 

An operating system is the 
control software that runs 
the application software on 
computers. Microsoft’s strat- 
egy for its Windows NT 
Server operating system is to 
target the high volume gwrail 
and mid-size server space, 
with eventual growth into 
the highly profitable and 
higher margin enterprise 
market. The company is ach- 
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ieving this with ease-of-ase 
and administration, close 
integration with other Micro- 
soft and third party products 
at a price that completes a 
package that gives a lower 
cost of ownership than Unix. 

Independent analysts at 
the Gartner Group (http: // 
www.gartner.com), find this 
simple and compelling. “NT 
provides a wide choice of 
high volume hardware pro- 
viders, integration and 
enablement of rich function- 
ality, simplification through 
integrated single-vendor 
functionality," says analyst 
Mtwnn* Thompson. 

“It also offers continuous 
improvement and leverage of 
a primary single source code 
base through step-wise 
enhancements anri packag- 


ing for different markets.” 

The theoretical drawback 
of Windows NT is that it is 
proprietary and runs only on 
Intel processors. In contrast, 
the Unix operating system is 
open, but deeply fragmented 
by different versions, many 
specific to a hardware plat- 
form. 

Both Unix and NT give 
users software choice. 
Whereas Microsoft's control 
of the operating system 
reduces innovation through 
competition, it is able to 
focus its efforts on deliver- 
ing th» functionality that its 
users want without being 
held back by discussion with 
other vendors. 

“NT will push Unix out,” 
forecasts Mel Earp. technical 
director at Serna Group, the 
European systems integrator 
(http: llwwwjemagroup.com). 

“It produces real value for 
the workgroup because its 
graphical management tools 
make it easy to manage for 
simple situations. You need 
reasonable skills, but not 
overtly technical ones," he 
says. “Local Intranets are 
particularly easy to set 19 
with NT." 

Mr Earp still advises cli- 
ents to use Unix for niche 
applications, such as com- 
mand and control or process 
control, where it has a com- 
manding position. “I 
wouldn't let NT into that 
space for a year or two, even 
though the vendors are mov- 
ing to NT as a hedge." he 
says. 

The other niche which 
Unix holds is transactional 
systems with large numbers 
of users and large decision 
support databases. “Unix 
will go up the scale, which it 
can do with its multi-proces- 



Unix, orfgfnaJly a scientific computer operating system that Is now widely used in the business world, comes in many forms: Su? 
Microsystems, for example, befieves that Solaris - its Unix ‘flavour’ - is a far more proven, and hence safer, operating system, than 
Windows NT.’ But it w9 come up against IBM’s 0S/390 mai n fr am e op erating system that is now Unix-certified 


sor support, and be pushed 
a gains t IBM's OS/390 operat- 
ing system,” continues Mr 
Earp. 

OS/390 is a version of Unix 
that is built on top of MVS, a 
highly respected mainframe 
operating system. “Where 
you have a huge variety of 
applications on a server 
there is an unpredictable 
workload," explains Mr 
Earp. 

“When you are really 
talking high volume, OS/390 
haa a range Of manag ement 
tools already built in with 
the ability to partition the 
workload in a more manage- 
able way. Unix win have a 
fight on its hands." 

For the scaleabllity. resil- 
ience, security and availabil- 
ity required for large appli- 
cations, Microsoft will 
introduce NT clustering 


technology in 1998. to link 
different NT servers 
together. Vendors such as 
Tandem, Sequent. Data Gen- 
eral and Stratus are commit- 
ted to using NT Clusters to 
deliver high-end fault toler- 
ant applications. 

“We have NT sites run- 
ning with well over 500 con- 
current users running 500 
gigabytes of data." says 
David EDenberger, vice pres- 
ident, NT business unit at 
Data General Corporation 
(http: llwww.dg.cam). 

“We are seeing a healthy 
demand for our new eight- 
processor NT servers, so NT 
is already scaling welL If 
your main criteria are eco- 
nomics and maximum appli- 
cation compatibility, we 
would recommend NT when- 
ever possible." be says. 

“However, if your needs 


NETWORK COMPUTERS • By Tom Foremski 


An idea whose time has yet to come 

, and Intel have taken many nym NC stood for “not com- dred dollars cheaper - not the high costs of 1 


Slim-line, lower-cost network 
computers are efficient and 
dependable, but, as yet, few 
corporations are using them 


T he concept of network 
computers - stripped- 
down computer 
devices that rely on a compa- 
ny’s network for their appli- 
cations and data storage - 
has become one of the most 
debated issues in the IT 
industry. There are. how- 
ever, very few in actual use. 

Larry Ellison. Oracle's 
chief executive, has been one 
of the most vocal proponents 
of network computers. He 
has assembled a variety of 
supporters, most notably 
Sun Microsystems, and Net- 
scape Communications. He 
has also enlisted the support 
of a host of computer compa- 
nies - such as IBM - that 
offer, or are planning to 
introduce, such devices. 

To a large extent, the 
arguments over network 
computers have become 
embroiled in a larger debate 
- whether Microsoft and 
Intel’s dominance of the PC 


market is a good thing, or 
whether it is time to break 
the duopoly. The anti-Intel 
camp argues that the PC “fat 
client" has become an 
anachronism and that corpo- 
rations can save money by 
using low-priced network 
computers that do not 
require Intel or Intel compat- 
ible microprocessors, or 
large Microsoft operating 
systems. 

Such systems are easier to 
manage because the infor- 
mation systems department 
gains complete control over 
users' computers. It decides 
which applications can be 
used and stares files on a 
remote server that can be 
easily backed up. Security is 
also improved since users 
cannot load their own soft- 
ware on to the machines - 
software that might be ille- 
gally copied or infected with 
computer viruses. 

Not surprisingly. Microsoft 


opportunities to slam the 
idea of the network com- 
puter. Although network 
computer supporters see 
nothing against using low 
-priced, and less powerful 
Intel or Intel-compatible 
microprocessors. Intel’s 
main goal is to encourage 
users to buy ever more pow- 
erful microprocessors, which 
it can sell at high profit mar- 
gins. Any move towards less 
powerful microprocessors 
hits at the heart of Intel's 
aggressive strategy of invest- 
ing billions of dollars in new 
chip Tabs’ (fabrication 
plants) and developing 
microprocessors that double 
their performance every 18 
months. 


M icrosoft is naturally 
set against any 
mainstream com- 
puter device that does not 
need its operating systems 
or its large applications, 
such as Microsoft Office. At 
the latest Comdex computer 
trade show in Las Vegas, Bill 
Gates. Microsoft chairman, 
attacked the idea of network 
computers. He said the aero- 


patible". He demonstrated 
the ease of setting up a 
NetPC, which competes with 
the idea of NCs. hot offers a 
sealed case PC design with 
local data storage. 

NetPCs have so far had 
little success. Compaq Com- 
puter introduced a NetPC, 
but IBM says it would not 
offer a NetPC despite the 
fact that the company 
showed a prototype earlier 
this year. IBM says it could 
find little interest in NetPCs 
from its corporate custom- 
ers. 

Network computers and 
NetPCs are facing another 
problem - low-priced PCs. 
Companies such as Digital 
Equipment, t IBM. Compaq 
and others liave introduced 
PCs that sell for less than 
$1,000. These have all the 
flexibility of a PC without 
the limitations of network 
computers and NetPCs. 

The sub-$LOOO PC market 
now makes up about 40 per 
cent of US PC sales and that 
share is growing rapidly. 
NetPCs retail for about 
$1,000, and network comput- 
ers are just a couple of hun- 


enough of a price difference 
to mak e them a compelling 
PC replacement. 

Network computers, how- 
ever. are a natural replace- 
ment for simple terminals. 
They add flexibility and new 
functions. But as a replace- 
ment for the desktop PC, 
they offer few advantages 
and many key challenges. 

“The deployment of net- 
work computers will signifi- 
cantly alter the flow of traf- 
fic on Local Area Networks 
and lead to a need to dramat- 
ically redesign the network 
in order for it to cope with 
ever changing demands. 
Simply put, current network 
designs are unlikely to 
cope." says Steve Brigden, 
marketing manager for UK- 
based Newbridge Networks. 

In other words, the cost 
savings on hardware and 
administration costs for net- 
work computers will be bal- 
anced by increasing the 
investment in a company's 
network and the servers and 
applications supporting that 
network. 

Network computers came 
into being as a solution to 


T he goal of Enterprise/ 
CSi is to allow for the 
automation of a full 
range of desktop and server 
management functions. 
These include installation, 
configuration and updating 
of operating systems, enter- 
prise asset management, 
help desk and problem man- 


JAVA • By Paul Taylor 


Big interest in high tech software ‘glue’ 


The Java programming language is 
one of the hottest new technologies 
in the fast-moving IT industry 


E ven by the heady stan- 
dards of the informa- 
tion technology indus- 
try, the excitement and hype 
surrounding Java - the pro- 
gramming language pio- 
neered by Sun Microsystems 

- has been extra odinary. 

What makes Java exciting 
is that it was designed from 
the outset to be a different 
type of computer program- 
ming language. 

Most programming lan- 
guages and computer pro- 
grams only work with a spe- 
cific type of computer 
microprocessor. That means 
software developers writing 
applications programmes 
must write several different 
versions of the software if 
they want it to run on differ-, 
ent 1^1)68 of computers. 

Java however. was 
designed from the start to be 
a *platform independent' or 
“write once, run anywhere* 
programming language. Soft- 
ware pregrammes written in 
Java are not actually Yeady- 
to-run' packages, but are in 
a special format called byte 
code. To turn these special 
instructions into a working 
application, the computer 
must be running a small 
intermediate software pro- 
cess known as a “Java vir- 
tual machine’. 


JVMs are available for 
almost all types of comput- 
ers and are built into appli- 
cations such as web 
browsers now inplace on an 
estimated 85m computers 
worldwide. 

These factors have helped 
make Java one of the hottest 
new technologies in the fast 
moving IT industry and 
attracted an estimated 
400.000 developers to work 
on Java over the past few 
years. Companies endorsing 
the Java approach to corpo- 
rate computing say it 
enables them to develop new 
applications more quickly 
than their competitors, and 
the “thin client' model saves 
them network administra- 
tion and maintenance costs. 

Recently, however, the 
outlook for Java has become 
more clouded with Sun and 
Microsoft embroiled In a bit- 
ter court battle leading to 
the possibility that at least 
two separate versions or “fla- 
vours' or Java could emerge. 
Meanwhile, after their first 
flush of enthusiasm, some 
developers have begun to 
complain about some aspects 
of Java - including perfor- 
mance and compatibility 
issues - and question 
whether it will ever live up 
to its promise of delivering 



Jamas Gosling, vice president 
of Sun Microsystems, and the 
inventor of Java 


true platform-independent 
computing. 

But despite these doubts 
and growing pains there is 
mounting evidence that com- 
p anies are starting to use 
Java to solve real business 
problems. “The Java Won- 
derland is growing up. and 
corporations are starting to 
depend on the technology - 
warts and all — for produc- 
tion business applications.” 
said Forrester Research In a 
report. last year. “This rapid 
penetration foreshadows a 
major shift in development 
concepts, technology and 
skills.” 


According to a survey con- 
ducted among almost 280 
companies by Zona 
Research, the market 
research firm, half are 
already using Java and that 
the rest plan to within a 
year. By 2000. Zona esti- 
mates, 97 per cent of all com- 
panies Will be r unning Java 
applications in tbe enter- 
prise. 

Further evidence comes 
from research conducted by 
Hewlett Packard during last 
year's seminars entitled 
Know Your Java. HP's 
research revealed that 
nearly 30 per cent of compa- 
nies were currently using 
Java and nearly half those 
who were not. planned to 
adopt it within the next 12 
months. 

While the majority (60 per 
cent) of those using Java 
were still only at a test 
stage, a small number of 
systems were in initial 
deployment and the same 
percentage claimed to have 
systems used widely within 
their companies. Among the 
main drivers for adopting 
Java, the respondents cited 
web-browser linkage (SO per 
cent), the ability to deploy it 
on almost all existing clients 
with cross-platform compati- 
bility. 

Sun has licensed Java 
more than 110 companies 
over the past two years 
including Microsoft, but now 
claims that Microsoft has 


'deceptively modified' Java. 
Scott McNealy. Sun’s flesty 
chief executive, maintains 
that by modifying Java, 
Microsoft is trying to «H)pt 
the technology and turn it 
into a language for writing 
Windows applications. 

Microsoft in response, 
claims that Sun’s suit is out- 
rageous and that it has “fully 
complied’ with the terms of 
its Java licensing agreement 
The tensions spilled into 
court in October when Sun 
sued the software giant, 
claiming it the way Java is 
used in Microsoft’s Internet 
Explorer 4-0 browser made it 
incompatible with 'Pure 
Java* and violated tbe terms 
of their licensing agreement 
A few weeks later, Microsoft 
countersued, charging that 
Sun violated the license 
agreement by failing to ship 
a software-development kit 
that was compatible with 
previous versions. 

The technical issues 
behind the suit may be 
arcane, but the conflict 
between Sun and Microsoft 
could have profound implica- 
tions. 

While Java may never sup- 
plant Microsoft Windows on 
millions of personal comput- 
ers. it does diminish the role 
of the operating system by 
enabling any computer - 
running any operating sys- 
tem - to run the same appli- 
cation programs. This makes 
it a significant challenge to 


Microsoft. So far, corporate 
interest in Java does not 
appear to have been affected 
by the legal jousting 
between Sun and Microsoft - 
only a third of the respon- 
dents in the HP survey said 
it had delayed their plans for 
deployment 

One reason may be that 
while much attention has 
been focused on the per- 
ceived threat posed by Java 
and network computers or 
‘thin clients', to Microsoft 
Windows operating systems, 
it seems most companies are 
interested in some of Java's 
other abilities. 

For example, IBM has 
invested more than $200m in 
Java development and has 
2.500 developers in 24 loca- 
tions around the world work- 
ing on Java applications 
ranging from smart cards to 
mainframe applications. 

As IBM’s substantial 
investment in Java technol- 
ogy implies, there is consid- 
erable corporate interest in 
Java's ability to bridge the 
differences between old ‘leg- 
acy’ software programs and 
□ewer Internet applications, 
including electronic com- 
merce. 

In effect. Java acts as a 
kind of high-tech glue that 
makes it possible for compa- 
nies to take advantage of the 
Internet electronic com- 
merce era without having to 
give up all their old main- 
frame and minicomputer 



are for. high-end environ- 
ment Unix offers superior 
performance and functional- 
ity. There is no hard and test 
number, but if you are deal- 
ing with a terabyte of data 
today, you probably want 
Unix." 


G artner Group fore- 
casts that NT will be 
suitable for 400 con- 
current users by the end of 
1938. 600 by 1999 mid L500 by 
2002, although twice that 
n umb er may be possible. 

However, Geoff Seabrook, 
senior vice president at SCO, 
the Unix vendor, (http: // 
www.sco.com), is not con- 
cerned by this. “Unix was 
never strong in departmen- 
tal servers anyway, so NT is 
taking - share from Novell," 
he says. 

“We are making our 


money from large chains 
and remote branch applica- 
tions, such as last food and 
retail outlets." _- 

In another view, “the 
speed at which most of the 
industry has keeled over to 
NT is surprising, especially 
the companies that owe their 
very existence to the success 
of Unix," comments John 
Spiers, marketing director of 
metadata tool vendor One 
Meaning (http: I lurww. one- 
meaning. com). 

“It seems to be some kind 
of herding instinct with 
everyone worried abbot 
missing out on a place at tbe 
orgy." he says. 

“Unix established itself 
simply because it was ‘open’ 
and yet now is in the process 
of being swept aside by NT 
that patently isn't How 
fickle our industry is!” 
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the high costs of ownership 
that corporations pay for 
equipping their staff with 
PCs and supporting them. 
But the solution seems to tie 
in better administration soft- 
ware rather than cheaper 
hardware. Microsoft Intel. 
Computer Associates and 
others are rolling out sophis- 
ticated software applications 
that can reduce administra- 
tion and support costs by 
centralising such functions 
and making them mare effi- 
cient. 

For example. Computer 
Associates recently intro- 
duced its Enterprise Config- 
uration Standardisation Ini- 
tiative (CSi). It has received 
broad support from Intel, 
Hewlett-Packard, Compaq. 
Dell Computer and other 
companies. 
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agement. data storage man- 
agement. virus control and 
software distribution. 

A key feature is the ability 
to automatically turn on 
desktops and switch them 
off when the procedure is 
finished. And it works with 
PCs. NetPCs or network 
computers. 

While there are few net- 
work computers in use. the 
concept does have some 
attraction to corporations. A 
recent survey of 1.400 US 
chief information officers 
found that about 57 per cent 
either already have network 
computers or plan to deploy 
them within their organisa- 


tions over the next three 
years. The survey was com- 
missioned by UBbased RBI 
Consulting. It found that the 
chief attraction of network 
computers is centralised 
administration and support. 

“Thin clients are particu- 
larly beneficial for compa- 
nies with departments that 
work with a limited number 
of applications and most 
access shared resources, 
such as customer databases 
and inventory management 
software," says Greg Sd- 
leppi. executive director of 
RHL 

Despite Microsoft's strong 
opposition to network com- 
puters, It is in the ironic 
position of spending huge 
amounts of money develop- 
ing and promoting network 
computers through its 

WebTV home-based Internet 
access device. 

This device has no local 
data storage, does not use a 
mainstream Microsoft oper- 
ating system, has a web 
browser as Its user interlace, 
and receives software 
updates oveT a network - 
the Internet. 


Next month’s FT-JT Review 
will look at developments in 
the semiconductor industry 


Plans to lest/deploy 
wfthin 12 months 
53% ^ 


Currently: using Java 
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software systems. As 
Andrew Grove. Intel’s chief 
executive has noted; “Java is 
an important technology 
because it brings a whole 
bunch of legacy software 
and ties it to the Internet" 

Java's ability to extend the 
usefulness of legacy systems 
while bringing them into rh*> 
■web-enabled’ world is an 
important attraction for cor- 
porate software developers 

and one reason why Micro- 
soft has chosen to meet the 
Java challenge head-on . by 
developing what it claims 
are the the fastest and easier 
to use development tools. 

Sun has also been attempt- 
ing to address some of Java's 
perceived weaknesses. Last 
month, the group launched a 
beta release of its new Java 
Development Kit which, 
among other features, is 
designed to speed up the 
running of Java applica- 
tions. 

Meanwhile, Sun is also 
pushing Java as the operat- 
ing system to power the 
wide range of consumer digi- 


tal electronic devices which 
are poised to invade homes 
and offices. Later this 
month. Sun will unveil a 
range of Java-powered 
devices including set-top 
boxes, network computers 
and intelligent phones. from, 
companies such as Toshiba, 
Mitsubishi. Nortel and. NEC 
on a display cutely tiffed- 
“Hie Java Technology Town* . 
at the Consumer Electronics 
display in Las Vegas., . . 

This represents something, 
of a return to Its roots/for 
Java which was originally 
developed in 1980 by Jahtes 
Gosling, a software p rogram;:: 
mer working for Stux.as'ra. 
programming language, for 
small consumer electronics 
devices. 

Whatever happens/ 1998. 
could be a decisive year. for 
Java and dete rmin e whether 
Sun's HOW progr amming lan- 
guage was just another over- . 
hyped flash-in-the-pan. or.' as 
many technologists betfeve. 
an important breakthrough 
with implications through; ' 
out the computing world. ' 
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S his i$_tbfr critical year 
ia Brepsg^ngT&a tlie 
euro., bdtfi 'fotpartid- 
patmg and 
con ntries. . 

. >Tta tn^'ffopn^artiripsd- 
ing? is » '- ndmom ct. since 
companies ;b. :a' European 
■supply ctealn arelikely to be 
dragged; Into euro, dealings 
whether nr ...not ^the govern- 
ments “ of their -countries 
adopt it ’officially from Janu- 
ary L im . L ‘ -' . r . .: ••■■ ■:-• 
Non-European: organisa- 
- cions which trade in Europe, 
incluaing US ana Asia 
■ Pacific.- multi-nationals, must 
also address the issue. 

Politicians, however, did 
not fuSyconsiderthe IT 
systems implications when 
they - set the timetable for 
Econoinic 'and Monetary 
Union, OEmu). Consequently, 
businesses will struggle to 
txnnplete . tlie work in tiTm*. 
Inevitably^ some will be late 
and win suffer - and some 
may even go out of business. 

"Senior . executives are 
going: to have to do some 
hard prioritisation," says 
Hob Wirszy cz , -directo r- gen- 
eral of the systems suppliers"' 
. .group CSSA {Computing Ser- 
vices and Software Associa- 
. tion). . . \ - 

Conversion could take 
fnim a year to four years 
and most companies -across 
Europe have allowed for too 
little time. Small and medi- 


set a date for entry and 1 
could still be swayed by- 
political factors against join- , 
ing. However, Chancellor 
Gordon Brown’s exhortation 
to be ready has encouraged a 
large number of UK busi- 
nesses . to begin wort - but 
up .to two years behind their 
European competitors. 

the theory that because ■ 
the UK will not join in this 
session of parhaiuent, com- 
panies need mot yet prepare 
for the euro is 'almost cer- 
tainly false. The pace will be 
set by big companies across 
Europe, some of which plan 
to convert all their systems 
to the euro from January L 
It may therefore as be essen- 
tial for companies in non- 
participating countries to 
demonstrate euro capability 
as it is to prove year 2000- 
compliance if they are to 
retain their customers and 
trading partners. . . . 

Yet, European companies 
axe putting their competitive 
position at risk by raiding 
existing IT budgets to pay 
for adaptation of their IT 
systems for Emu, according 
ot KPMG Management Con- 
sultants. 

Malcolm Stirling, KPMG’s 
director responsible for IT 
aspects of Emu, said at a 
Brussels conference last 
month that almost half the 
companies in a recent sur- 
vey admitted they were Tob- 
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A euro coin, placed on the head of a sea bream at a Paris suburb market where 16,000 euros, each worth seven francs, were being used 
as legal tender for two weeks alongside the franc to give citizens a taste of Europe from 1999. Pictured, right revamped versions of 
banknotes for Europe's planned single currency. Small design changes seek to avoid obvious reference to European structures ami 


um-sized Enterprises have bing Peter to pay Paul' for 
been especially slow .in Emu’s IT changes. Mean- 


starting. 

Meanwhile, .the UK's 
Labour government has not 


while, only LL per cent of 
respondents claimed to have 
a dedicated budget for Emu 


IT adaptation, be revealed. 

Most companies have not 
yet analysed the effect that 
Emu will have on them or 
determined a budget for con- 
version. Only a few have car- 
ried through their conver- 
sion projects. 

Many have given priority 
to fixing the year 2000 date 
change, arguing that this 
was an immutable deadline, 
whereas Emu was not The 
snag with this view is that 
the deadline for Emu could 


move forward instead of 
back. No-one can predict the 
speed of take-up of the euro, 
or how far down the supply 
chain it will be mandated. 

Managers have delayed 
making plans for the euro 
because of uncertainty about 
the details of the changes 
which will be needed. Rules 
must be laid down by indi- 
vidual governments, under 
the principle of subsidiarity. 
"No new accounting law will 
come from Brussels," says 




The desktop battle 
is hotting up 


Critics see the TC98 7 as further 
evidence pf Inters and Microsoft’s 
desire tp dictate industry . 
development^ but Intel denies this 


Ihe PC. bf .the Mure is 
being designed, today. 


O' do llUUlci Gartner Group has drawn 

ind Microsoft’s ■ - «p “ *» *? e 

I . type of computer likely to be 

[US try used by “knowledge work- 

ltel denies this era" in 2002. The device will 
. . . . have a f&bit processor run- 

sor. C&T makes graphics ning at over 500 megaheiz, a 
chipsets for. PCs., and Intel’s . lffgigabyte hard disk. Digital 


- aruii nextroamth; PC : proposed bid has made rival 


manufacturers -foom.;,around . 
the world, .will eagedy .con- 
verge on Sjbi Francisco : to 
leant about the^t echn ologtes 
that will be used in. tcanor- 
roiw"s computers. ^ 

The Intel .Develqper Forum 
is- an unmissable, event' in : 
the calendar far any: PC com- 
pany. aslnt^.'alpng with its 

aDy MScrosofo, now, largely 


chip companies nervous ~ 
and" prompted . an antitrust 
investigation from the US 
Federal. Trade Commission. 
Intel: aignes that its. inten- 
tions m controllings -the PC 
architecture are benign and 
justified by the. need to rally 
.the industry around a com- 
mon set of ! technologies 
designed to offer the power' 


d efine thd .pace' ^and. direction -and . advanced features 


Versatile Disk drive. 128 
megabytes of memory and 
one gigabyte of removable 
storage. The basic spedfica- 
■ tion may not look too 
demanding, given that 10 
gigabyte hard disks and 
DVD drives have already 
arrived and Intel will offer a 
450 MHz version of its Pen- 
tium n later this year. 

Business PC buyers, how- 
ever, are slow to adopt cut- 


af d e velopm eni ' in r ib e PC 
industry.- ' ; c : 1 

It was not^ways so. &uik 
in the early 1990s, PO manu- 
facturers could choose.from 
competing processors and 
system architectures to build 
their - PCs. : But. over the 
years, Intd has pulled ahead 
in the technology, race -and 
its processors are in 90 per 
■ cent trfjJCTSonal computers. 

. Its lead: is likely to 


'heeded to ' take . computing' ting-edge technology as they 


into the next century. 

. “The PC is becoming the 
universal toed to handle 
information,” says Pierre 
Mhjolet. European product 
marketing manager for Intel 
“Any type * of- information 
can now be digitised; but to 
do so requires machines 
with lots of power.” 

• The baste design of a-PC 
has. remained remarkably 


inrre ag e for the Pentium. H '! constant - since IBM intro- 
processor, introduced last duced the original . PC . in 




May, uses' proprietary pack- 
aging 'designed to ifiake it 
more. difficult for other chip 
vendors, . subh aS' ;/^ or 
Cyrix, to **reverse en gine er” 


1981. Intel’s Pentium; H pro- 
cessor is 1,000 times more 
powerful than the Intel 8088 
chip used in that first PC, 
but many iof the other tech- 


the chip. Similarly, competlr nOlogfes, such as the expau- 
tdrs win struggle to d^ign sian bus, have advanced less 


motherboards to accommo- rapidly and now threaten to 
date the- new chip . unless hold back performance . Mr 
Intel chooses. to s licence them Mfajolet gives the analogy of 
the details; ■ . - V . designing a car: “You can 

“ Analysts see this move as increase the power of the 
part ' of Intel’s , broader goal oagine, but if the transmis- 
tb define' and control the sion. is limited, the increase 
PC’s development, as well as is wasted," be says. 
increasing the -' percentage of . Intel believes tomorrow's 
Intel-designed ; techhtdRgies. -business PCs wxH need can- 


...< C j 
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in Jttt nre PCs- 


siderably. more , power to 


-foters bid to'a6quJre'CM», • handle tasks snch' as video 
& -;TecMqld^lqs,:ldu.ei:-tp;. rimflaenclngj multimedia or 
eKpire^thte monfh,U^an^ - . high-speed networking . that 
example.: ofl^wits rccmiroljis -today's desktop, computers 
~ eriendirig beyflud:ttefjrooa&- .- ' struggle to -ha n dle. ' . ; r 


are typically limited to a two 
or ; three-year PC replace- 
ment cycle and also prefer to 
wait for new technologies to 
be proven in the field. Other 
parts of the Gartner Group's 
specification are further 
away: for example, the 
future workstation will have 
a 64-bit processor and 64-bit 
operating system, compared 
with the 32-bit architecture 
in today’s PCs. 

Intel is working on a 64-bit 
processor, called' Merced, 
which will go into produc- 
tion in 1999, but it will ini- 
tially be aimed at high-per- 
formance servers. Desktop 
PCs will continue to use a 
32-bit architecture and Intel 
is preparing a range of 
higher-performance .succes- 
sors to the Pentium n to 
take the PC into the next 
decade. - 

“You will not see desktop 
products using Merced 
because there is. not yet any 
64-bit software available for 
desktops," says Mr Mhjolet 
of Intel. 

One of the more radical 
areas of innovation . is in 
screen technologies. Gartner 
Croup believes the future 
office workstation will aban- 


don today's bulky cathode 
ray tube in favour of 17-inch 
flat panel displays on the 
desktop or a 31-inch display 
that is integrated into the 
work environment The com- 
puter will be able to handle 
3-D graphics while built-in 
videoconferencing cameras, 
scanners and smart card 
readers are likely to become 
commonplace, as well as 
integrated telephony. These 
devices will be connected 
using high-speed peripheral 
buses, such as the Universal 
Serial Bus or FireWire. 

One of the most significant 
developments in desktop 
computing Is likely to be the 
introduction of sophisticated 
management tools to allow 
organisations to better track 
and manage their Installed 
park of PCs. The first steps 
in this direction have been 
taken by Microsoft's Zero 
Administration for Windows 
and Intel’s Wired for Man- 
agement initiative. These 
aim to reduce manual inter- 
vention - one of the biggest 
costs in business computing 
- by developing hardware 
and software to allow PCs 
and servers to be remotely 
managed. 

Manageability is one of the 
areas covered in the PC98 
specifications, which were 
drawn up last year by Micro- 
soft and Intel to help hard- 
ware manufacturers decide 
what features to include in 
their 1998 and 1999 PCs. 

For example, the PC98 
guide recommends abandon- 
ing the antiquated ISA 
expansion bus in favour of 
faster alternatives such as 
USB and FireWire. Critics 
see PC98 as further evidence 
of Intel's and Microsoft's 
desire to dictate industry 
development, but Intel 
denies this. “Our aim with 
PC98 is simply to hdp the 
industry move in the right 
direction.” says Mr Mlrjolet. 


Frank Jenkins, a UK Depart- 
ment of Trade and Industry 
officiaL 

Users are pressing their 
suppliers on their plans to 
handle the euro, but suppli- 
ers are waiting for govern- 
ments to establish the rules. 
This may not be done for 
several months, so suppliers 
are having to work in the 
dark. Governments remain 
unsure when they them- 
selves will be able to handle 
the euro in their systems, 
such as for value-added tax 
collection. 

The three-and-a-half year 
transition period presents 
big problems for developers, 
says Dennis Keeling, chief 
executive of the UK Business 
and Accounting Software 
Developers' Association. 

Software developers are 
taking widely differing 
approaches to handling the 
euro. Most have dropped a 
Big Bang conversion as too 
risky. Most are planning for 
parallel running of multi- 
currency systems, convert- 


ing over several months. 

A growing number plans 
to offer a more expensive 
phased transition, using a 
multiple base-currency 
reporting system. Fortunes 
will be made or broken by 
choices on how to convert 
systems to support tbe euro. 
The processes of rounding 
and triangulation - compul- 
sory conversion between two 
old currencies via tbe euro - 
are still not generally under- 
stood and may cause confu- 
sion. 

Systems changes for Emu 
will cost at least 20 per cent 
more than for the year 2000 
problem, perhaps far more 
than that according to an 
IBM study. They will inten- 
sify the skills shortage, 
because many of the people 
who are working on the year 
2000 will also be needed for 
the euro, as well as others 
more hi ghly «iriTlflH 

The conversion will call 
for a mixture 'of business 
and information technology 
skills, which are in 
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extremely short supply. Out- 
sourcing may not be an 
option, even for those who 
would be willing to risk 
passing such an important 
responsibility to outsiders, 
as many consultancies 
already have their hands 
fulL 

Both users and suppliers 
will be under extreme pres- 
sure to get the job done: 

□ The strain is greatest on 
banks and other finanr.iwi 
Institutions, having to intro- 
duce euro-denominated 
accounts, transactions, 
cheques, credit cards, stored - 
value cards' and cash 
mac hines . 

Facing new international 
competition, they are having 
to invest heavily, particu- 
larly in increased computer 
power and storage, even 
though it is still uncertain 
which countries will be 
members. The City of Lon- 
don is expected to be ready 
for the euro by the summer. 

□ International traders 
and their business partners 
need to decide when and 
how to switch to accounting, 
contracts, invoices and other 
documents in euros. They 
will have to upgrade or 





replace most of their busi- 
ness systems, including 
accounts, payroll, production 
and distribution and elec- 
tronic commerce and many 
ad hoc systems such as 
spreadsheets. 

□ Retailers need to 
change all their tills and 
vending ma chin es as well as 
business systems. Some will 
introduce dual pricing, 
though most will probably 
convert prices in one move. 

□ Many software develop- 
ers have not yet worked out 
tbe requirements for a euro 
version of their products. 

Late last year, no multi- 
currency system in the 
world could handle triangu- 
lation. Accredited euro-com- 
pliant products will probably 
not be available before mid- 
1998. 

Financial services and 
international trading compa- 
nies should aim to complete 
the work by the summer to 
ensure they are able to carry 
through a smooth transition 
to the euro from January 
1st But. for many, to select 
instal and test new systems 
in that time now looks 
rather implausible. Disasters 
lie ahead. 






THE UNIVERSE OF 
INTELLIGENCE. 

Cognos empowers organisations to leverage information stored 
within corporate systems to drive more effective decisions. 

Many organisations have embraced Business intelligence to gain 
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NEW TECHNOLOGIES • Guest column by Dr Laurence Shafe 


Era of the dynamic web site 


Many IT departments are now 
making sure they allocate 1998 
budgets to build serious web 
applications, having generally missed 
the opportunity for 1997 


T he World Wide Web 
demonstrates the dan- 
ger of predicting the 
future. Three years ago it 
was an interesting possibil- 
ity. Today, it is clear that it 
is the fastest uptake of any 
new technology, ever. 

This is illustrated by the 
media attention and the fab- 
ulous forecasts made by the 
pundits. For example. Data- 
quest analysts predict that 
the number of Net-ready PCs 
will increase from 82m by 
the end of 1997 to more than 
260m by the end of 2001. And 
how will these PCs be used? 

One widely discussed 
application area is electronic 
commerce, and more com- 
prehensively. e-business. 
Zona Research predicts that 
by the year 2000 the total 
market value of this area 
will exceed SlOObn. 

Already, more t han 50 per 
cent of US companies have 
web sites according to the 
Stan dish Group and the fore- 
cast is that by the end of 
1998 the market will start to 
reach saturation at more 
than 80 per cent of compa- 
nies. Of course, most of 
these are static web sites but 
they also predict that the 
next big market growth will 
be the use of dynamic web 
sites. 

A dynamic web site is one 
that is linked to an applica- 
tion and typically is form- 
based. Dynamic sites enable 
the user to call up informa- 


tion from a database or even 
transact business. Compa- 
nies that have connected to 
their customers using the 
Net have saved 50 per cent 
to 90 per cent in sales, cus- 
tomer support and distribu- 
tion costs, according to mar- 
ket analysts at IDC. 

Leaving aside the fore- 
casts. the interesting ques- 
tion is how will the Web 
affect the day-to-day 
operations and planning of 
an IT department in a 
medium to large organisa- 
tion? 

Dynamic web sites typi- 
cally start with limited 
objectives, for example, to 
disseminate information 
internally more cost-effec- 
tively. However, organisa- 
tions find that they can use 
the same system to deliver 
applications internally and 
externally. This leads to cus- 
tomer service applications, 
systems for distributors and 
agents and the whole array 
of electronic business appli- 
cations. The types of applica- 
tion that give the best return 
on investment tend to be 
those that provide better 
customer service and 
improved customer intelli- 
gence'. 

As far as IT is concerned, 
the Web is having a signifi- 
cant impact on the way 
things are done. IT depart- 
ments are now m akin g sure 
they allocate 1998 budgets to 
build serious Web appUca- 



Dr Laurence Shafe: this year 
wffl bring significant new 
applications for Java 


tions, having generally 
missed the opportunity for 

1997. 

There are many organisa- 
tional, training and staff 
skill issues that result from 
certain aspects of the new 
technology. Briefly, these 
are the ability to tie together 
existing legacy systems and 
deliver new functionality - 
which means that staff that 
combine legacy skills and 
the new technology skills 
are the most valuable. 

The Web also means that 
all existing projects need to 
be re-examined to see if they 
can be developed using a 
web architecture. It is 
unlikely that any big new 
client/server projects will be 
starting in 1998. 

Client/server applications 


have proved to be expensive 
to develop and even more 
expensive to maintain, dis- 
tribute and support. Web 
technology holds the prom- 
ise of solving all these prob- 
lems. 

But looking forward a 
year, what is beyond the 
Web? Businesses and other 
organisations are just wak- 
ing up to using their web 
site to han dle far more than 
just marketing material, and 
their intranet web site to 
handle far more tha n infor- 
mation dissemination. The 
application servers of today 
are the Tnar.hingK on which 
the corporate web applica- 
tions are run. Looking for- 
ward, they will become the 
integration bub’ for the 
whole organisation. 

An integration hub is a 
collection of one or more 
application servers that can 
process information from 
many disparate data sources 
and present it in web form, 
to a client/server application 
or as a fax. e-mail or letter. 
The integration hub can be 
located anywhere and will 
process and distribute infor- 
mation to anyone, anywhere. 

An Integration hub is a 
scaleable, high performance, 
transaction-oriented process- 
ing engine that can take 
information from anywhere 
and distribute it anywhere. 


O rganisations that 
have incompatible 
systems that have 
grown up over the years will 
now be able to link them 
together and provide a con- 
sistent processing environ- 
ment and way of distributing 
the consolidated Informa- 
tion. 


For example, in many 
insurance companies, differ- 
ent departments will have 
staff trained to use different, 
incompatible computer 
systems. For example, some- 
one in the household insur- 
ance division might be using 
an AS/400 computer system 
and someone in the life divi- 
sion might be using an IBM 
mainframe-based system. 
These operators are essen- 
tially locked into their 
systems because of the cost 
ami difficulty of retraining: 

However, they are essen- 
tially performing the same 
or similar tasks, such as pro- 
cessing cl aim s, amending 
records or calculating sur- 
render or cancellation val- 
ues. An integration hub 
enables these different 
systems to be combined and 
provided as a single system. 
This means that staff can 
transfer easily between 
systems, and departments 
can be combined thus dra- 
matically reducing costs. 

An integration hub also 
enables the systems that 
result from a merger or 
acquisition to be consoli- 
dated far more easily and 
efficiently with existing 
systems. Legacy systems are 
those on which any company 
runs its business and this 
now includes their cli- 
ent/server system as well. 
Web technology, especially 
in the form of the integra- 
tion hub. enables those 
organisations to exploit that 
investment to offer new 
business functionality with 
minimum inves tmen t. 

The platform and program- 
ming- language of 1998 must 
be Java. As has been said 
many times before, Java is 
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Com pa nies that have co nn ecte d to their customers, using the Internet, are saving between 50 par 
cent and 90 per cent in costs for customer-support, sales and distribution, analysts claim 


not just another program- 
ming language, it is a com- 
mon environment across 
computer platforms. 
Although the ambitious aim 
of developing a common 
Industry platform has been 
attempted man y times in the 
past Java does now seem to 
have the backing of most of 
the leading computer compa- 
nies. 

The next stage, which we 
will see during 1998. is the 
development and delivery of 
major applications using 
Java. One of the main issues 
that still needs to be 
addressed is the lack of con- 
nectivity from Java to a 
wide range of existing legacy 
platforms. 

Another important aspect 
of Java that is only just 


becoming available is the 
ability to package Java pro- 
grams as Java Beans so that 
they can be easily distrib- 
uted and used. The integra- 
tion bub will also support 
the assembly of applications 
using a mixture of business 
-rules and Java Beans com- 
municating with other com- 
ponents across the enter- 
prise using either Microsoft’s 
DCOM or Corba. 

In summary, the World 
Wide Web has been taken up 
faster than any. previous 
technology. The next wave 
of the Web is the develop- 
ment of dynamic Web appli- 
cations. These applications 
enable your existing legacy 
systems to be combined and 
re-used to provide a new 
level of customer value and 


the painless distribution of 
systems. The development of 
. Web applications gives rise 
to the need for an integra- 
tion hub and this in turn 
enables an organisation's 
disparate systems to be com- 
bined and distributed using 
a mixture of web technology, 
DCOM and Corba - an excit- 
ing year ahead. 

□ The uniter. Dr Laurence 
Shafe. is cut internationally 
recognised authority . on 
expert systems, client-server 
and Internet computing. Bis 
book, ‘Building Intranet 
Applications, ’ is a manager's 
guide on ways to transform 
an organisation with web 
technology. He is group strat- 
egy director of Intelligent 
Environments (http: / / 
www.ieinc.com). 


THE NEXT GENERATION OF INFORMATION TECHNOLOGY * By Michael Kenward 


Catalysts for change in 
multimedia computing 
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CeBIT *98 PREVIEW- e By Michael Wiltshire ; 

Internet applications will 
be a key theme this year 


University researchers have the 
freedom to stand back and think 
about the direction of multimedia 
computing over the longer term 


A nyone frying to antici- 
pate the next genera- 
tion of information 
technology just has to focus 
on what universities are up 
to - after all, the leading 
web browser. Netscape, and 
that trailblazer among 
search engines, Yahoo, 
began their lives in universi- 
ties. Even the World Wide 
Web had its origins in C-ern. 
the European Laboratory for 
Particle Physics, home of 
that essentially academic 
pursuit, particle physics. 

When it comes to multime- 
dia computing, the UK is as 
good a place as anywhere to 
look for new ideas, says Pro- 
fessor Wendy Hall, director 
of the Multimedia Research 
Group (MRG) at Southamp- 
ton University. 

In general, says Prof Hall, 
researchers in the UK have 
worked more closely tban 
their US counterparts with 
the people who will use mul- 
timedia software: publishers, 
libraries, museums and 
other owners of multimedia 
archives. Another important 
catalyst has been the Euro- 
pean Commission which has 
supported research projects 
that set out to bring multi- 
media content on to net- 
works. 

Prof Hall's own research 
institute at Southampton is 
the largest multimedia 
research group in the UK. 
The MRG currently has sev- 
eral projects under way on 
the use of ‘agents' In multi- 
media computing. Agents 
are computer processes that 
can be sent off to do things 
on behalf of the user. 

The MRG employs agents 
to help users to find their 
way around libraries of mul- 
timedia materials. A single 
interface agent’ might col- 
lect queries from users. 

“You say: i want to know 
about this',’’ Prof Hall 
explains. The agent then 
looks for tbe information on 
the extended network, per- 
haps consulting other spe- 
cialist agents in the process. 

It is relatively easy to nav- 
igate text libraries through 
words searches and hyper- 
text links. Pictures and mov- 
ing images are another mat- 
ter, especially when they are 
in different formats and in 
databases that reside in 
many computers distributed 
over a network. 

“We have a huge problem 
with information overload." 
says Prof Hall. Agents are 
one way around this prob- 
lem. 

In one research project, 
funded under the European 
Commission's Esprit pro- 
gramme. Prof Hall's group is 
working with Unichema 
International and Glaxo 


Wellcome R&D to develop 
the use of agents and hyper- 
media in R&D intensive 
organisations. 

In the 'Memoir’ project - it 
stands for Managing Enter- 
prisescale Multimedia using 
an Open Framework for 
Information Re-use - the 
companies want to improve 
the techniques used to find 
information in extensive 
technical databases. 

Research staff, technical 
support specialists and sales 
staff all need to access and 
share different types of tech- 
nical information in ways 
that meet their particular 
needs. The aim of the Mem- 
oir project is to demonstrate 
that the right multimedia 
information infrastructure 
could increase the productiv- 
ity of researchers and other 
technical information users. 

As well as the large R&D 
based operations. Memoir 
also involves Multicosm, a 
company set up by Prof Hail 
and Southampton University 
to exploit the research of tbe 
MRG. Set up in 1994. Multi- 
cosm is commercialising 
work carried out at South- 
ampton in the late 1980s. 
While it is involved in 
research in the area, the 
company has yet to add 
agents to its commercial 
software. Its first product is 
Microcosm a hypertext sys- 
tem for creating, browsing 
and querying large collec- 
tions of documents. 

Microcosm is a ‘hyperme- 
dia ' system that treats multi- 
media objects as documents. 
It differs from other hyper- 
media systems in its open 
architecture which allows 
documents produced by dif- 
ferent applications to be 
linked together while still in 
the format of the original 
application. 

Multicosm is now raising 
venture capital so that it can 
set up marketing operations 
in California. Most of the 
company's is employees are 
In the UK. while the compa- 
ny’s chief executive officer is 
based in San Francisco. 

“The technical develop- 
ment wlll.be done here,” 
says Professor HaD. who is a 
non-executive director of the 
company. 

There is a reason for Mul- 
ticosm’s move Into the US. 
“People in Europe won't buy 
software unless they think 
they are buying it from 
America, or know' that it is 
being used in America." says 
Professor Hall. 

As well as the EU, which 
supports “near market” pro- 
jects. the Southampton 
group receives funds for lon- 
ger term studies from the 
Multimedia and Networking 
Applications (MNA> research 


programme which sets out 
to bring together multime- 
dia. networking and data- 
base technologies. Supported 
by the Engineering and 
Physical Sciences Research 
Council (EPSRC). the MNA 
is now half way through its 
five-year timetable. 

With an annual budget or 
around £lm and nearly 40 
projects already funded, the 
EPSRC’s programme cannot 
match the huge R&D bud- 
gets of the software industry 
- Microsoft alone spent 
$1.3bn on R&D last year. 
“We cannot compete directly 
with industry on actually 
producing software for use," 
says Professor Morris Slo- 
man of Imperial College. 

“What universities will fry 
to do is to take some longer 
terms views," says Prof Slo- 
man. who chairs the MNA 
steering committee. 

In computing, this means 
thinking five to ten years 
ahead. “There may be new 
ideas where it is not clear 
how they are going to be 
used," he explains. Academ- 
ics can experiment with the 
concepts, “with the industry 
giving the ‘application puli' 


‘The time is 
just right for 
all of this to 
come together 
with a big 
bang across 
many 
industries* 


to it". 

In his own research. Prof 
SI Oman is looking at the 
problems of mobile comput- 
ing: “How are computers 
going to cope with the mobil- 
ity of people?” he asks. “You 
want to be able to go from 
work to home and you 
should be able to have 
access to a complete com- 
puter environment that is 
the same everywhere. 

“That is quite tricky.” 

One project under way at 
Imperial College deals with a 
“location service”. Rare is 
the modern executive who 
leaves the office without a 
portable computer or a 
mobile telephone. The two 
could work together so that 
tbe computer shows a map 
of the user's location. The 
computer could gather its 
information from the mobile 
telephone or from another 
service that has some idea of 
its location, an “active 
badge" that is a part or a 
building's security system, 
for example. 

The researchers are study- 
ing the issues involved in 
persuading a location service 
to accept information from 
different sources, and then 


to work with a variety of 
computers and networks. 

The EPSRC recently 
announced that it is to sup- 
port another area of aca- 
demic research in multime- 
dia technology. The Turing 
Institute in Glasgow, an 
independent research and 
technology organisation 
associated with Glasgow 
University's Department of 
Computer Science, is to be 
the focus of one of four Fara- 
day Partnerships, a new 
scheme funded by EPSRC to 
improve the links between 
academic research and small 
companies. 

The Turing Institute's Far- 
aday Partnership is known 
as 3-D Matic (3D Multimedia 
Applications and Technology 
Integration Centre/. 
Researchers at the institute 
have developed computer 
techniques that_ take pic- 
tures of an object and turn 
the images Into something 
that a computer can under- 
stand and work on. 

The Turing team calls its 
technology’ C3D. A pair of 
cameras look at an object 
and feed images into a com- 
puter. There a combination 
of software and hardware 
produces a 3D model of the 
scene before the cameras. 

The big breakthrough in 
the Turing technology, says 
Dr Paul Siebert, Director of 
the Faraday Partnership, 
was in devising the mathe- 
matical equations that tell 
software how to link two 
images together. “For every 
point in one image, you need 
to be able to find tbe corre- 
sponding point on the other 
image to do tbe calculation," 
says Dr Siebert. This all hap- 
pens automatically. 

He believes that the time 
is now ripe for rapid develop- 
ment of the technology. 
‘‘Computers are powerful 
enough and people are into 
using computer aided design 
and computer aided manu- 
facturing." he explains. 

Consumers also have 
higher expectations of multi- 
media technology. Dr Siebert 
predicts that it trill not be 
long before “play stations" 
come with a pair of cameras: 
you will sit in front of them, 
he explains, and “your face 
will appear in a video game 
or interactive movie". 

Other applications could 
be made to measure shoes 
“that actually fit” says Dr 
Siebert C3D could also have 
an impact in medicine, in 
planning surgery, for exam- 
ple. Clinical trials are 
already under way in Lhe 
facial surgery unit in the 
Cano iesb urn Hospital in 
Glasgow. 

“The time is just right for 
all of this to come together 
with a big bang." Dr Siebert 
says enthusiastically. “It can 
impinge across so many 
industries: medical, security’, 
manufacturing and inspec- 
tion." 


The Hanover Xfij 

show for 

information and ^ 
communication v 
technologies is set 
to break records 




W hat promises to be 
the world's biggest 
display of informa- 
tion technology, with more 
than 7.200 companies exhib- 
iting from 59 countries, will 
take place at CeBIT'98 in 
Hanover. Germany, from 
March 19 to 25. 

This year’s seven-day 
show is likely to attract up 
to 600,000 visitors. 

The Internet will be a key- 
theme and will include an 
Internet Park' in hall six, 
with displays from 70 compa- 
nies involved in the Internet, 
intranet and extranet sec- 
tors, including the leading 
Internet service providers. 

To meet the record 
demand for display space, 
the show will be the first to 
use the vast, new hall 13 at 
the showground. The venue, 
covering 24.480 square 
metres, is claimed to be the 
largest exhibition hall in the 
world with a clear roof span. 

In addition to the broad 
categories of IT hardware, 
software and peripheral 
equipment from 1,600 exhibi- 
tors. CeBIT will have spe- 
cific display areas for 
□ Network computing (458 
exhibitors); this area will 
include a Network Informa- 
tion Centre for seminars and 
equipment presentations. 
Theme areas include local, 
regional and wide area net- 
works; Internet-working: val- 
ue-added services; asynchro- 
nous transfer mode (ATM) 
technology; and uninterrupt- 
able power supply equip- 
ment. 

□ Computer integrated 
manufacturing, computer 
aided design, automatic data 
collection technology. (700 
exhibitors;. This area will 
also feature global position- 
ing systems with applica- 
tions for logistics and distri- 
bution; plus barcode 
systems; radio data trans- 
mission; production plan- 
ning controls; virtual reality; 
finite element modelling; 
and rapid prototyping. 

□ Software, consulting 
and services. With 2,300 com- 
panies displaying in this cat- 
egory. this will be the largest 
display theme of CeBIT. 
Theme areas will include 
systems software; branch 
and function-oriented appli- 
cation software; financial 
services: online systems and 
application areas on the 
World Wide Web. There will 
be a software Centre for 
small and medium -sized 
businesses, (hall 4). 

□ Telecommunications, 
(900 exhibitors in six halls); 
this category will include 
voice, text and visual com- 



Crowds throng the CeBIT event in Hanover this year’s exhibition, from March 19-25, w* attract more 
than 7,200 exhibitmg companies from 59 countries - a record 


munica tions; modems, video- 
conferencing systems: ISDN 
technology; switching 
systems; cable-based trans- 
mission technology and 
cable systems: media and 
value added services; mobile 
radio services, radio paging 
systems, trunked radio ser- 
vices and satellite systems. 

□ Office automation, doc- 
ument management and 
workFlow systems. Themed 
areas will also include mail 
handling; dictation, office 
printing and copying 
systems; cash register 
systems: goods handling; 
electronic pre-print and 
desktop publishing systems. 

□ Bonking and financial 
services technology (200 
exhibitors): this section will 
be backed by a varied pro- 
gramme of displays, forums, 
discussions and guided 
tours. 

□ Security equipment and 
card technology. More tban 
200 exhibiting companies 
will display products such as 
security software; alarm and 
monitoring systems; access 
control systems: back-up 
computer systems; plastic 
card technologies; plus appli- 
cations and services. 

□ Research and develop- 
ment and technology trans- 
fer - displays from more 
than 250 universities, 
research and industrial 
groups. 

Among the international 
exhibitors. 309 will be from 
the UK. 445 from the US and 
457 from Taiwan. The show 
organisers report that the 
Pacific Rim area “will be 
extremely well-represented" 
at CeBIT this year. While 
there were only 38 exhibiting 
companies at the show in 
1985, tho number this year 
will reach more than 800. 

In a pre-exhibition brief- 
ing. Hubert Lange, a mem- 
ber of the Deutsche Masse 


board in Hanover, 
announced the latest 
research findings of the 
European Information Tech- 
nology Survey, Elto. 

The world market for 
information and communica- 
tion OCT) technologies was 
likely to show an increase of 
8.8 per cent in 1997. reaching 
a value of $l,200bn, of which 
34 per cent went to the US; 
with 30 per cent to western 
Europe; 15 per cent to Japan: 
and 21 per cent to the rest of 
the world. 

In western Europe. Ger- 
many claims the largest slice 
of the ICT market with 26 
per cent; followed by France 
with 16.5 per cent: the UK. 
with 15 per cent; Italy, 10.5 
per cent; and Spain. 5 per 


cent. Overall ICT market 
growth in Europe is forecast 
to increase by 7.3 per cent 
this year, although the IT 
sector alone is likely to grow 
by 8.8 per cent this year. 

The European IT market 
has recovered steadily from 
the recession at the begin- 
ning of 1990s when its lowest 
growth rates were around 2 
per cent in 1992 and 1993. 

□ For more information on 
CeBIT '98. contact Deutsche 
Messe. MessegelQnde, D-3052I 
Hanover. Germany. Tel *49 
511/S9-0: fax 49 511/39-326 26: 
internet: http:llwuw.cebit.de 

□ For detents of the 309 UK 
companies at CeBIT, contact 
Trade Fair Support. Maid- 
stone, on e-mail: trade- 
fair.co.uk. 
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© . uring the 1990s, cor- 
porate spending on 
information technol- 
ogy systems has. continued 
to increase- as companies 
have turned toTTto improve 
their competitiveness, speed, 
ttofriiHhaarifcet' and - enhance 
customer relationships- - 
' The rising cost of building 
and Tnatwtairiine corporate 
IT infrastructures las, how- 
ever, also focused boardroom 
■ attention on Issues such as 
total cost-of-ownership and 
obtaining value for money, 
from nr investments. . 

“These are among the hot- 
test. issues among our cus- 
tomers," says Philip Craw- 
ford, UK managing director 
of Oracle, the database 
group. 

As a report on cli- 
ent/server computing from 
the Yankee Group noted last 
year, “while trillions of dol- 
lars have been invested in 
personal computers over the 
last 15 years,, evidence of 
resultant productivity 
Improvements has been, at 
the very best, anecdotal." * 
Spurred oil by. concerns 
about the cost, performance 
and manageability of tradi- 
■ tionai client / server systems 
bust around large numbers 
of personal computers and 
local area networks, many 
companies are re-examining 




their IT strategies and ques- 
tioning whether it is time to 
take another look at alterna- 
tive computing architec- 
tures. 

One of the main triggers 
for this re-assessment has 
been 1 the work- undertaken 
by Gartner Group consul- 
tants and others in recent 
years on the total cost of 
ownership of a corporate 
PCs. 

Gartner’s studies high- 
lighted the fact that the ini- 
tial purchase price of a PC 
represents only a fraction of 
the total cost of ownership 
over five years which Gart- 
ner estimated at around 
540,000. The figures particu- 
larly focused attention on 
support costs which had 
risen to more than three- 
quarters of the total cost 

Among the main reasons 
for the escalation in support 
costs have been the prolifer- 
ation of different types of 
desktop hardware and soft- 
ware, the frequent need to 
distribute software updates, 
training costs and the costs 
of r unning a user helpdesk 
to solve problems in an 
increasingly complex net- 
worked environment 

Companies and other large 
IT users have adopted a 
number of strategies in 
recent years in an attempt to 
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contain these escalating sup- 
port costs. Among these, 
many companies have began 
to restructure their IT 
systems around machines 
supplied by a limited num- 
ber of suppliers. 

Such concerns have also 
provided an additional impe- 
tus to the strong move 
towards building of corpo- 
rate intranets using stan- 
dards-based internet technol- 
ogies. 

The drive for reduced sup- 
port-costs and the growing 
shortage of IT professionals 
have also encouraged compa- 
nies to substitute off-the- 
shelf software packages for 
custom-built applications 
and helped spur the adop- 
tion of enterprise resource 
p lanning packages from 
companies such as Ger- 
many’s SAP. Baan from the 
Netherlands and Oracle, the 
US-based database vendor. 

Meanwbile, network 
administrators have turned 
increasingly to network 


management tools, remote 
maintenance packages and 
enterprise management 
framework software such as 
CA's UniCentre TNG soft- 
ware and IBM's Tivoli to 
ease their workloads. 

Enterprise-wide asset man- 
agement systems can also 
save costs - Gartner has 
estimated savings at $2J200 
per PC annually - while also 
assisting in the implementa- 
tion of optimum resource 
deployment. . 

Many large companies in 
the US - and increasingly in 
Europe - have chosen to 
outsource either their entire 
IT operations or key ele- 
ments of it such as desktop 
maintenance or software 
development to computer 
service specialists such as 
EOS, CSC and IBM. Others 
have implemented call cen- 
tres to handle customer 
orders and support 

Indeed, while some ana- 
lysts have sought to chal- 
lenge the precise Gartner fig- 
ures, there Is no doubt that 
they struck a chord inside 
many boardrooms where 
finance directors were 
already uneasy about the 
escalating cost of the infor- 
mation technology infra- 
structure, and where the 
once-promised cost-savings - 
supposedly to be achieved by 
'downsizing' from main- 
frames and departmental 
mini-computers to PCs - 
rang increasingly hollow. 

One effort of this reassess- 
ment has been a shift back 
towards a mare centralised 
model of computing over the 
past few years and the 
reclassification of the tradi- 
tional mainframe as an 
‘enterprise server 1 . 

Far from hparitng towards 
extinction, the mainframe, 
now built around cheaper, 
standard components, is 
enjoying something of a 
renaissance - especially for 
finance functions. 

In a report produced for 
IBM’s S/390 main frame busi- 
ness last year, Mr Dennis 
Keeling, a UK-based IT con- 



Among the main reasons tor the escalation in support costs have been the proliferation of different types of desktop hardware and 
software, the frequent need to distribute software updates, plus training and the cost of running a user helpdesk to solve problems 


sultant. claimed that “the 
mainframe's popularity is 
rising again as large corpo- 
rates implement it as a key 
database server. At the end 
of the day. the reality is that 
desktop systems have 
become a support nightmare, 
that open systems have not 
been scaleable, and that the 
top limit for typical Unix 
servers is 1.000 concurrent 
users at best.” 


aged from a central server 
and receiving its software 
over the network by using 
Sun's Java programming 
language. 

This more centralised or 
‘enterprise’ model of comput- 
ing, is based upon a three- 
tier model of database 


server, applications server 
and thin client. Robin Bloor. 
chief executive of UK-based 
Bloor Research argues that, 
“the return to centralisation 
is well under way and we 
believe will continue at an 
ever increasing rate as spe- 
cific success stories are pub- 


M ainframe manufac- 
turers. however, 
are not alone in 
seizing upon the marketing 
opportunity presented by 
growing cost of ownership 
concerns. 

Even before the debate 
really took off, some per- 
sonal computer manufactur- 
ers, including Compaq, the 
market leader, had recog- 
nised the problem and begun 
building technology into 
their systems designed to 
reduce support and mainte- 
nance costs. 

But it was Larry Ellison, 
Oracle's chief executive, and 
Scott McNealy. his counter- 
part at Sun Microsystems, 
who really set the cost-of- 
ownership debate alive in 
late 1995 by questioning 
whether the PC was needed 
at all. Their *vision' was to 
replace the ‘fat client* PC 
with a slimmed-down ‘net- 
work computer* fNC» man- 
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UK oompaniee were asked to grade their concerns an a scale of ' 
Cost of: 

Support 

Network manag- 
ement issues 
Security 
Fault detection 
and management 
Anti-virus detection 
Trainting 
Cabling 
infrastructure 
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lici&ed and the risks are seen 
to be reduced." 

However, he also cautions 
IT departments that it is still 
up to them to demonstrate 
to their end-users that IT is 
'safe' m their hands and that 
a return to centralisation 
will not mean, “a return to 
‘queues' for IT services, dic- 
tatorial control and a reduc- 
tion in the quality of service 
provided to end-users.” 

Mr Bloor also believes that 
there will be a gradual 
decline in the PC market as 
corporate desktop PCs are 
replaced by thin clients, 
such as the NCs which com- 
panies such as Sun and 
International Business 
Machines have developed. 

Although early sales of 
corporate NCs have been 
slower than many had pre- 
dicted. a recent UK-based 
survey undertaken by Bloor 
Research suggested that 
while IS per cent of compa- 
nies were already imple- 
menting Network Comput- 
ing in some form. 17 per cent 
are piloting the technology 
and 55 per cent are examin- 
ing it. 

Despite doubts among 
many commentators. Mr 
Bloor insists: “Network com- 
puting has clearly moved 
past the stage of early adop-. 
ters and is moving into the 
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Thacs the next generation of laptops. Personal Digital Assistants (PDA) and ocher 
mobile products calling. The message is dear. Their promise of greater portability and 
power will have to be delivered in less space than ever before. ♦ We can help, because 
we’ve done it before. Every time speeds and pincotincs have climbed, and boards and 
keypads have shrunk, we've helped them work together. Now, our advanced design and 
simulation services, circuit boards, wireless components, touch screen technology and 
fibre optics — as well as application-specific connectors — are ready to help OEMs 
create a new generation. + In addition, our extensive, global engineering and manu- 
facturing resources can help reduce design cycles and provide tooling in weeks. A job 
were already doing for companies involved in building consumer products and 
communications, as well as PCs. ♦ Reduced size and increased portability will play 
critical roles in tomorrows personal electronics. We can make it possible. 
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OUTSOURCING THE OPERATION • By Nuala Morarr 


Where competence 
is the core issue 


Business process outsourcing is 
growing fast - areas include not only 
IT systems, but billing, accounting, 
human resource management, 
logistics and customer-service 


W ben the history of 
management 
thought in the 
1990s is written, it will 
undoubtedly highlight the 
idea of core competences as 
one of the most influential of 
the decade. For it is this 
proposition, that organisa- 
tions should concentrate on 
doing what they are best at. 
and contract out all other 
aspects of their operations, 
that has fertilised the prodi- 
gious growth of the IT out- 
sourcing market. 

Figures released recently 
by market analysts IDC put 
spending on IT outsourcing 
services in western Europe, 
which represents 26 per cent 
of the world market, at 
US$22. 7bn in 1996. By 2001. it 
will reach $33.6bn. Another 
research company. Input, 
estimated the global market 
at $41bn in 1996. rising to 
$107bn by 2001. 

The fastest-growing seg- 
ment of the market - busi- 
ness process outsourcing, 
which refers to the combined 
outsourcing of an IT system 
and the business process it 


supports - will grow at a 
compound annual rate of 23 
per cent over the next five 
years, according to analysts 
at IDC. Areas that will be 
outsourced include billing, 
accounting, human resource 
management, logistics and 
customer service. 

By 2000. analyst Richard 
Holway estimates that in the 
UK Europe's largest market, 
outsourcing will swallow up 
more than 40 per cent of the 
total ann ual it spend of 
£l2bn. 

“Today. IT outsourcing is 
a pan -European phenome- 
non Even traditionally 

outsourcing-reluctant coun- 
tries. such as Germany, Bel- 
gium and Italy, are showing 
increasing activity in this 
arena." reports IDC. 

Keith Mallinson, manag- 
ing director of the Yankee 
Group Europe, comments 
that in IT outsourcing as a 
whole, rapid growth rates 
will be maintained. “But 
some areas, such as outsour- 
cing of data centres, will see 
lower growth as the segment 
becomes saturated." 


The market will see differ- 
ent sorts of opportunity 
developing. “For example, 
the area of call centres is 
going mad. Overall, there is 
a 20-25 per cent growth in 
their use, but the outsourc- 
ing call centre market is 
growing at 45-50 per cent per 
annum." He believes that 
any turn-down in growth 
will be due to market satura- 
tion and not because compa- 
nies have moved on to the 
next management fad. 

John Pendlebury. industry 
director of manufacturing, 
retail and distribution for 
EDS Europe, agrees. "The 
market has still a long way 
to go. It is now splitting into 
'specialisms’. Before it was 
general - we ran data cen- 
tres. Now we specialise by 
sector." 

R esearch by Yankee 
Group on attitudes to 
outsourcing indicates, 
however, that there will be 
an end point- “When you ask 
companies if they intend to 
outsource, the market bifur- 
cates, a large percentage say 
they don't want to do it," 
says Mr Mallinson. 

The rapid expansion of the 
market has been matched by 
the strong growth of large- 
suppliers such as EDS, 
Andersen Consulting, Com- 
puter Sciences Corporation, 


Cap Gemini Sogeti and 
Serna. They have exploited 
the notion of core compe- 
tence expounded by C K Pra- 
ha! ad and Gary Hamel in 
The Core Competence of the 
Corporation, published in the 
Harvard. Business Review In 
1990. These companies focus 
on persuading clients to 
hand over the whole of their 
IT operations, in five- or sev- 
en-year contracts worth tens 
and hundreds of millions of 
dollars, and often including 
the transfer of hundreds of 
staff. 

These deals give the 
impression that the large 
suppliers are taking control 
of the entire outsourcing 
market. It is certainly true 
that if a multinational com- 
pany wants a global IT out- 
sourcing deal, it is likely to 
choose among the larger 
supplies. But this does not 
mean there is no room for 
smaller companies, accord- 
ing to Doug Keach. senior 
vice president at Wang. “The 
mega-deals are very big, but 
they are small in number 
compared to the bulk of 
opportunities." 

Steve Dooley, managing 
director of a small network- 
ing company Level-7 agrees 
- “of course, there's no way 
we can compete against the 
big outsourcing companies 
in terms of size, financial 
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stability, geographic reach 
and so on" - but he says 
smaller companies survive 
because they have specialist 
skills. 

A t present. Level-7 Is 
working in collabora- 
tion with three of the 
large outsourcing suppliers. 
“In one case, we are working 
as sub-contractors to the 
supplier. In two others we 
are working directly for the 
client." 

Generally speaking, these 
relationships are comfort- 
able says Mr Dooley. “There’s 
no point in an outsourcing 


company pretending they 
are expert at messaging if 
they aren’t It mak es more 
sense to use smaller, speci- 
alised companies that do 
have the s kills .'' 

“If we were going head-to- 
head with a large outsourc- 
ing company we wouldn't 
have a chance. The way we 
thrive and prosper is 
because our rates are always 
under the price umbrella, 
and we have the s kills ." 

Frank Jones, vice presi- 
dent of Serna Group, says 
there is no way that the 
large suppliers could take all 
the business. "With 15,000 


employees, we obviously 
have a comprehensive range 
of skins in-house. However, 
it is a very broad market- 
place and we do use large 
numbers of subcontractors." 

“There is always room for 
niche and small players, and 
in effect the large outsourc- 
ing companies act as 
another channel to market 
for them. They focus on the 
skills they have, we do the 
management and win the 
business. 

“I think it is one of Serna's 
strengths that we are able to 
work co-operatively with 
other companies." 


Mr Keach believes there is 
a move away from the “one- 
supplier- d oes-all megadeals". 
He adds: “I have observed a 
trend on the part of custom- 
ers to partition their require- 
ments and have different 
providers for each. This is 
leading to the development 

of more specialists outsour- 
cers.” 

'For example, Wang con- 
centrates on supporting the 
desktop, local area and wide 
area networks. “Customers 
clearly recognise that die 
large outsourcing companies 
can’t be up to date in all 
technologies," he observes. 


SYSTEMS DYNAMICS • By Michael Kenward 




A ‘simulating’ idea widens managers’ horizons 


Computer models provide an overview of complex projects and simplify the decision-making process 


W hen British Petro- 
leum was faced 
with what to do 
with its waning Forties Field 
- the field that launched the 
North Sea oil bonanza - the 
company had several 
options. It could invest in 
new infrastructure and 
extract the remaining 
reserves quickly. Alterna- 
tively, reservoir engineers 
could reduce running costs 
by decommissioning an oil 
platform or two, and slowly 
drawing down the reserves. 
With its numerous plat- 


forms. pipelines and oil in a 
complex array of under- 
ground reservoirs, the field 
presented BP with signifi- 
cant issues surrounding 
reconfiguration. Obviously. 
BP had to choose the most 
financially viable option. 

To decide the fate of For- 
ties, BP decided to use Sys- 
tem dynamics «SDji. SD simu- 
lation employs modern 
computer techniques to 
reduce complex business 
processes to a handful of 
simple features that manag- 
ers can understand. More 


importantly, the decision 
makers can put numbers on 
key factors with relative 
ease. SD has already had an 
impact on the operations of 
BP. as well as on the pro- 
jects of other companies. 

The outcome of this partic- 
ular exercise in SD was the 
Forties Asset Simulation 
Tool (Fast), a model that 
continues to guide the com- 
pany in its operation of the 
field. 

SD has its origins in elec- 
trical engineering. It was the 
brainchild of Jay Forrester. 


COST OF PC OWNERSHIP - 

Rising concern among 


corporate customers 


From previous page 

area of the early majority. 
We therefore believe that 
this trend in computing is 
now unlikely to be arrested." 

While some of the more 
extravagant claims of NC 
supporters have been quietly 
scaled down, many analysts 
still predict that large vol- 
umes of NCs will be sold 
over the next few years. For 
example, a recent IDC sur- 
vey in Europe confirmed 
that user interest in NCs is 
growing, leading the 
research firm to predict that 
the PC to NC ratio will drop 
from 32:1 next year to 5:1 in 
200 L 

Similarly. Frost & Sullivan 
predicts that the value of the 
European market for NCs 
will grow from a modest 
$600,000 in 1996 to $2.7bn by 
2005. The debate has also re- 
ignited interest in old-style 
'dumb* terminals and revital- 
ised vendors such as Tektro- 
nix and Wyse Technology 
which report strong sales of 
their 'thin client* devices. 

Most analysts, however, 
now accept that NCs will not 
replace PCs entirely. Instead, 
they argue that thin clients' 
will find an important role 
in the corporate computing 
environment alongside con- 
ventional PCs. "In the final 
analysis, each one of the dif- 
ferent architectures has 
advantages and disadvan- 
tages which make it better 
suited far specific applica- 
tions," said Salomon 
Brothers analysts in a recent 
report 

Indeed, although many 
people are now convinced 

that the Oracle/Sun/Net- 
scape NC initiative was ini- 
tially motivated as much by 
self-interest and the desire to 
build an anti-Microsoft coali- 
tion as concern over factors 
such as cost of ownership, it 
has undoubtedly found a res- 
onance among the industry's 
corporate customers. 

Thus, while Microsoft and 

Intel, the two companies 
which dominate the corpo- 
rate desktop in terms of 
hardware and software 
respectively, have ques- 
tioned whether NCs will in 
reality cut the overall costs 


of ownership, they and most 
of the big corporate PC man- 
ufacturers, have neverthe- 
less been quick to counter 
with their own proposals for 
cutting ownership-costs and 
improving the scaleability. 
manageability and reliability 
of PC-based systems. 

For example. Intel 
launched its ‘managed. PC’ 
initiative aimed at cutting 
the cost of operating desktop 
equipment and enabling net- 
work managers to manage 
and update PCs remotely. 
Meanwhile, Microsoft intro- 
duced its Zero Administra- 
tion Initiative in March last 
year aimed at lowering the 
cost of ownership of PCs 
running its operating 
systems. “Microsoft has 
taken to heart the concerns 
about the value they receive 
from their investment in PC 
technology,” said the Yan- 
kee Group. 

Similarly, both the Win- 
dows 98 and Windows NTS 
operating systems which due 
to be launched later this 
year contain features 
designed to reduce cost of 
ownership and ease the sup- 
port load. 

Other operating system 
vendors have also moved to 
exploit their corporate cus- 
tomer's concerns. For exam- 
ple. a recent survey con- 
ducted by SCO, the leading 
Unix vendor, and Harris 
Research, revealed that up 
to three weeks working time 
a year can be lost by every 
employee using a PC 
because of problems with 
the technology on their 
desks. 

In response, SCO has 
developed innovative middle- 
ware or 'third-tier' technol- 
ogy called Tarantella which 
was unveilled a few weeks 
ago. “Tarantella enables you 
to deliver any application 
immediately to any client, 
without any client installa- 
tion," says Geoff Seabrook. 
SCO's senior vice president 
for Europe. 

SCO claims that the cross- 
platform Tarantella software 
ensures users have access to 
the latest applications and 
data, wherever they are, irre- 
spective of which client 
device they are using and 


that it avoids the need to 
re-write existing mainframe, 
Unix or windows applica- 
tions. 

“Tarantella enables you to 
embrace the past while 
designing for the future," 
says SCO. “You can make 
the move to Network Com- 
puting at your own pace, but 
you can start saving money 
immediately." 

Such techniques could 
help many large companies 
which have heterogeneous 
networks and which have 
already begun projects to 
study the cost-of-ownership 
of their systems, and to 
benchmark their IT 
operations against their 
peers. 

According to Gartner ana- 
lysts, companies that have 
adopted the best practices 
have managed to cut the 
cost of ownership by 25 per 
cent or more, mainly on 
labour costs involved in 
help-desks and software 
expertise. 

Intel is among those com- 
panies which have used 
benchmarking successfully 
over the past two years to 
cut costs and Improve ser- 
vice. Under Louis Burns. 
Intel's IT director. Intel’s 
data centre, network and cli- 
ent/server operations were 
benchmarked against sepa- 
rate best-of-ciass companies 
in 1995. 

The study showed that 
while the data centre and 
network operations were 
highly efficient. Intel’s cli- 
ent/server operations lagged 
the best-of-class and total 
cost of ownership per PC 
was $9,324 a year, compared 
with Gartner's figure of 
$9,092: and a best-of-class, 
$4,908. 

In response. Mr Burns 
began an aggressive cam- 
paign to standardise bard- 
ware and operating systems 
and exploit remote manage- 
ment options. As a result, 
the help-desk resolution rate 
- the 'percentage of calls 

resolved on the phone - has 
risen from below 45 per cent 
at the start of last year to 
more than 90 per cent today, 
and the total cost of owner- 
ship figure has dropped to 
$ 6 , 189 . 


whose other claim-to-fame is 
the invention of computer 
memory based on tiny mag- 
nets. a development that 
kick-started modem comput- 
ing. In laying the founda- 
tions for SD, Forrester 
applied ideas from electrical 
circuits, sucb as positive and 
negative feedback for control 
and amplification, to look at 
businesses and organisa- 
tions. 

While Forrester’s work 
dates back to the 1960s, SD 
only began to catch on in the 
1990s, thanks to the falling 
cost of computing power. 
This, and the availability of 
relatively simple software, 
make it possible to bring 
systems dynamics to the cor- 
porate desktop. 

In its model building, BP 
chooses between two soft- 
ware packages: 'Powersim' 
and ‘ithink’. The choice of 
whicb package to use 
depends on the nature of the 
system BP wants to investi- 
gate. 

Powersim and ithink come 
from companies set up in the 
mid-1980s. Powersim is now 
based at Isdalsto in Norway 
and started off as SimSitn. 
The company behind ithink 
is the US-based High Perfor- 
mance Systems of Hanover. 
New Hampshire. 

A project in SD starts with 
a computer model of the 
business problem under 
investigation. Models exist 
for all manner or system, in 
the business world and out- 
side. While BP has focussed 
on big engineering projects, 
with excursions into other 
areas, other companies have 
used models more exten- 
sively for business processes. 

Unlike some packages, ith- 
ink and Powersim produce 
what are known as high 
level models. These capture 
just enough detail to 
describe a system. Fast, for 
example, contains minimal 
engineering details. 

Even without complex 
details of a system, it can 
take time to create a robust 
model that will deliver 
meaningful results. “It takes 
a few days to a few weeks to 
set up a simple model that is 
really useful," says Dr Step- 
hen Kerr, a senior consul- 
tant engineer with BP. 

S ome of the big projects 
will take from a week 
or two to six months, 
explains Dr Kerr, wbose role 
is to champion the cause of 
systems dynamics and 
systems thinking within the 
company. As well as 
addressing the choices that 
companies face with particu- 
lar projects, systems dynam- 
ics is also used in training 
and management develop- 
ment. 

Here, SD is making an 
impact through simulation 
games. These are akin to 
high-powered versions writ- 
ten for the consumer per- 
sonal computer market. 

British Telecom, for exam- 
ple. makes extensive use of a 
business game built using 
Powersim. “The BT Tele- 
coms Business Game is 
based on a competitive mar- 
ket model of the telecommu- 


nications industry in a ficti- 
tious company.” says Dr 
Kjeld Jensen, senior profes- 
sional in business modelling 
at the company's Martle- 
s ham Heath research centre. 

BT's model has been so 
popular, says Dr Jensen, 
that BT has had inquiries 
about licensing it. . 

Other simulation games 
based on Powersim include 
Oil Fund WebSim by Statoi!, 
where users take on the role 
of the prime minister and 
manage the country's oil 
fund. Another model, for 
Sandia Labs of the US, fea- 

4 Simulated 
business 
models of the 
future help to 
reduce the 
uncertainty, 
but they do 
not remove 
the risk’ 

tures a simulation of China's 
water supply system. There 
are even models that you 
can play over the Internet. 

For BP. real models are 
the focus of attention. The 
company first employed SD 
models in 1995 to explore 
strategies for managing the 
growing amount of water 
produced as the Magnus 
field aged. 

Since then, it has also 
built models of such leading 
ventures as its Grangemouth 
complex, an Algerian gas 
field, and an Australian oil 
and gas project- As well as 
these major installations. BP 
has modelled the need for 
water and chemical treat- 
ment in an oilfield, as well 
as the training of operators 
in the use of electronic sub- 
mersible pumps. On an even 
grander scale, BP has cre- 
ated models of all of its 
operations In Kuwait, for 
example. 

Whatever the problem, 
real or Imaginary, the model 
builder starts by creating a 
representation of the system 
they want to investigate. 
Model building is a simple 
process. It entails dragging 
and dropping icons to repre- 
sent the four key compo- 
nents of a model. Really 
complex models will consist 
of hundreds of these icons. 

The first components in 
the model are ‘stocks' or 
‘levels' - these can be tanks 
of oil. barrels of beer, piles of 
money, anything you can 
measure the quantity of. The 
next components are the 
flows between these stocks - 
the pipelines roads, bank 
accounts or other connec- 
tion. physical or otherwise. 

Two more building blocks 
complete the model. 'Con- 
nectors' or ‘links' pass infor- 
mation from one part of the 
model to another. 

Finally there are the 
equivalents of cells in a 
spreadsheet. This is where 
the model builder puts in 


information on operating 
rules, business strategies 
and options. Model building, 
says Dr Kerr, “Is aQ about 
helping teams to develop a 
collective view of a problem 
which they share, and which 
helps them in their decision- 
making process". 

Dr Jensen says: “Okay, 
you get a model at the end of 
it, and you can do certain 
things with the model, but 
quite often a lot of the bene- 
fit comes in the initial prob- 
lem-definition phase." 

Another benefit from mod- 
elling is in extending the 
horizons of managers. 

“It is a very powerful way 
of getting people talking 
because they go through this 
common experience with the 
model," says Dr Jensen. 

The importance of model 
building and the process of 
actually running simulations 
underline the fact that it is 
not just the software or the 
model that matters. Imple- 
mentation and promoting 
‘‘systems thinking” are also 
crucial. This is one reason 
why companies turn to con- 
sultants and specialists to 
help them implement 
systems dyna m ics. 

Both Powersim and i think 
have links with consultants 
and resellers who support 
the implementation of 
systems dynamics within 
organisations. 

One such consulting com- 
pany is Phrontis, based in 
Banbury. Oxfordshire, which 
has worked with SD in such 
companies as BP. Shell anck 
BT and with the Ministry of 
Defence. Tony Gill, a direc- 
tor of Phrontis, is an advo- 
cate of simulation as a way 
of cutting through the com- 
plexity of today's business 
issues, and what he calls 
cognitive overload. 

Simulations, he explains, 
“are based on models that 
have significantly more vari- 
ables in them Lhan the 
human brain can process”. 

“As people discover the 
potential of simulation,” 
says Mr Gill, "we will move 
them from spreadsheets to 
dynamic simulation.” This 


T 





Aid to better decision-making; BP used system dynamics in its 
North Sea projects to clarify complex business processes 


move will alert companies to 
the need to understand their 
own organisations. “As 
people pay more attention to 
performance management, 
for instance." Mr Gill 
explains, “they will realise 
the need to improve their 
models of the organisation." 

While Mr Gill Is a firm 
believer in systems thi nking 
in general and systems 
dynamics in particular, he 
warns that there are limita- 
tions to this approach. 

He is keen to dispel the 


thought that we can forecas 
the future interactive! 
through simulation. “If w 
could, we would all mak 
fortunes on the stock mai 
ket. Simulated models of th 
future help to reduce th 
risk due to uncertainty, be 
they do not remove th 
risk,” be adds. So there i 
still plenty of room left fo 
managers to bring their owi 
insights to problem solving. 

Michael Kenward 's e-mai 
address is: michael.ken 
wardtaidiaLpipex.com 


KNOWLEDGE MANAGEMENT • A practical guide for companies 


Dangers of ‘reinventing the wheel’ 


Companies are in danger of 
forever 'reinventing the wheel' 
- constantly updating tasks 
and wasting valuable time by 
not having access to the skills 
and knowledge which exist 
within every organisation, says 
a new repot. 

Knowledge management 
can free employees from . 
repeating information- 
gathering tasks and allow 
them to concentrate on more 
profitable activities, says the 
practical guide, entitled The 
power of knowledge - a 
business guide to knowledge 
management, by KPMG 
Management Consulting, 
London. 

The report predicts that as 
companies begin to place a 
value on their knowledge, a 
global market for buying and 
selling information will 


develop, together with 
specialist 'knowledge brokers 
and providers'. 

Seven key features are 
Identified by the report for a 
successful knowledge 
management programme: 

□ A strategy to implement 
knowledge management must 
be closely aligned with the 
business strategy, rather than 
pursued as an end in itself. 

□ It must work alongside 
existing formal and informal 
information sharing networks. 

□ Companies should 
ensure the effective collection, 
storage and retrieval of 
knowledge. 

□ Safeguard the 
company’s knowledge and 
Identify when and how it can 
be of commercial value. 

□ Initiatives must be 

applied to the organisation as 


a whole, taking Into account 
management structure, culture 
and ethos, human aspects, 
processes and technology. 

Q These initiatives must 
receive full and active backing 
from senior management. 

□ Companies must 
recognise that knowledge 
management is a long-term 
process, not a quick-fix 
solution. 

Many knowledge 
management initiatives fall 
because of a lack of 

long-term commitment, 
comments David Partby, 
partner at KPMG, and one of 
the authors of the report. 

For more details of the 
guide, contact Georgina 
Shlpsey at KPMG, London, on 
+ 44 ( 0)171 311 8865 

Michael Wiltshire 
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costs ill sharing 
company information 


IT 


of vffie excitement over 
intranets, the workload for 
departments can grow alarmingly 


i orporate; enthusiasm 
. far intranets is reach- 
i iog fever pitch, driven 
-'by the dream of- a single 
;iii&7'nii^dn-sliaiing ■' infra- 
structure -capable of linking 

, the hotchpot of compute 
environments found In most 
large -organisations. 

“There - is no question 
about the; potential of intra- 
- nets .“ says Regina Casonato, 
vibe president' with US ana- 
lyst company Gartner 
Group. 'Tlowever, there is a 
need for a balanced position 
in- strategic planning of 
guarded, optimism and ppen- 
. mindedness." 

- The consultancy estimates 
90 per cent of enterprises 
building intranets today will 
under-estimate the cost, 
time-frame _ and' non- technol- 
ogy issues involved. . 

- The tools- required to pub- 
lishing corporate informa- 
tion as web pages are rela- 
tively ' modest. However, 
analysts at Gartner warn 
that unless web skills and 
tools are widely dissemi- 
nated, any company will 
only achieve a fragmented 
use of web-based informs- - 
tioa by a: few innovators 
while the rest of the organi- 


-satiion -continues with its old 
ways. 

Web pages provide a con- 
venient way of dissemina- 
ting, finding and viewing a 
wide range of corporate 
information, from internal 
phone directories to the lat- 
est report from the market-. 

mg department. Making a 
document available on a 
company’s internal web 
requires someone to author 
the page and . also provide 
the “hyperlinks" links to the 
document so that ft can be 
easily accessed from other 
documents. 

The authoring task is 
becoming easier as most 
browsers and office packages 
today contain tools to gener- 
ate simple web pages with- 
out requiring the user to 
learn HyperText Markup 
Language (HTML) - the pro- 
gramming language used to 
create web pages. 

Many organisations find 
that while their first steps In 
publishing corporate infor- 
mation on an intranet are 
usually successful, once they 
try to extend the web 
throughout the enterprise, 
problems start to surface. 

The workload can grow 


alarmingly, the IT depart- 
ment may not be able to sup- 
port large numbers of web 
browsers, and battles may 
break out between different 
departments about corporate 
-style or publishing proce- 
dures. 

Another problem is that 
while web pages provide a 
simple and powerful method 
of accessing a wide range of 
information, the pages can- 
not easily be modified. 

Traditional corporate doc. 
uments are often the work of 
several authors and undergo 
several revisions. Trying to 
do the same with web pages 
is more difficult. 

Web-based information 
also lacks the robust struc- 
ture of a conventional docu- 
ment management system. 
The web pages, scattered 
across different systems anrj 
networks, are only linked 
together by the hyperlinks. 

If a hyperlink is Incorrect 
or out-of-date, the informa- 
tion can be frustratingly dif- 
ficult to find. This has led to 
the development of intranet 
search tools that use similar 
search technology as popu- 
lar Internet sea r ch gn gtwps. 
such as AltaVista or Yahoo. 

One such tool is Livelink 
Search from the Canadian 
company Open Text, a sup- 
plier of web-enabled docu- 
ment management systems. 
The Internet search engine. 


Yahoo, was developed using 
Open Text's technology. 

Livelink Search is part of 
the Livelink suite of intranet 
products that aims to allow 
corporations to manage 
information across an intra- 
net linking its diverse com- 
puting environments and 
locations. 

One recent Livelink cus- 
tomer is Lasmo. the UK- 
based oil and gas exploration 
company, which plans to use 
the product to link 400 users 
at its London headquarters 

and another 250 in produc- 
tion and exploration sites 
spread around the world. 
Since last August, Lasmo's 
220 geophysicists can 
exchange technical docu- 
ments and collaborate wher- 
ever they are in the world 
using an intranet, called 
Tecno. 

The intranet bolds a wide 
range of technical and scien- 
tific information, such as 
reports on new drilling tech- 
niques or a description of 
how tolds. "Before this, 
information would not have 
been distributed widely and 
reports would sit on a desk 
unread," says Phil Bustin, 
Lasmo's general manager for 
IT. “The intranet acts as a 
dissemination tool and it is 
getting a lot of interest.” 

Lasmo chose to limi t its 
first intranet project to its 
geophysicists because of 



London flnk-up to the Algerian desert: Lasmo, the UK-based oil and gas company, uses a Tecno intranet between 250 production and 
exploration sites, enabling 220 geophysicists to exchange technical documents ami collaborate wherever they are in the world 


their greater familiarity with 
computers, but buoyed by 
the success of Tecno, it is 
about to launch a bigger 
intranet, called Dolphin, that 
Involves administrative and 
corporate staff. 

A "web steering commit- 
tee" has been formed to set 
rules for web page content 
and document style. 

One of the first functions 
to be automated will be an 
interactive “people finder" 
tool that aims to replace the 
traditional paper telephone 
list. “We have grown quite 
large as an organisation and 
the telephone list has to be 
changed regularly, particu- 


larly with the large number 
of contractors we use.” says 
Mr Bustin. 

Another application 
planned for the intranet is 
an experience database with 
details on the skills of 
Lasmo staff scattered around 
the world. This will allow 
the company to quickly find 
those with the right skills 
for a desired task. Ulti- 
mately. Lasmo expects to 
have 30,000 documents on its 
intranet that can be accessed 
from any site. The Livelink 
product will be used as the 
“back-end" to the intranet 
instantly converting docu- 
ments to HTML format so 


that they can be sent over 
the intranet and displayed 
on any web browser, even if 
the user does not have the 
application used to created 
the document 

Lasmo will also use Ado- 
be’s Acrobat technology as 
an alternative standard for 
making documents “porta- 
ble" across its intranet. 

Unlike HTML, Acrobat 
tries to preserve the appear- 
ance of original document . 
An Acrobat-format file can 
be viewed on any computer 
that has free Acrobat reader 
software installed. One of 
the advantages of Livelink is 
that it keeps the document 


in its original format along- 
side the converted HTML or 
Acrobat version, so users 
who have the right applica- 
tion can access the original 
document if desired. 

Mr Bustin believes Las- 
mo’ s biggest challenge is 
organising its existing infor- 
mation systems to be easily 
accessed from the intranet. 
“The problem we have is 
linking context-based intra- 
net to hierarchical document 
management systems." he 
says. "These two philoso- 
phies of information access 
are diametrically opposed 
and no one has yet cracked 
this issue." 


ELECTRON1CCOMMERCE • Guest column by lan McKee j;_ 
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is not so easy 


Many companies 
havealreaay 
floundered in 1 
attempts to make 
economic sense , 
out of electronic 
commerce 

T he coming of the infor- - 
mation age has been 
cynically' described as 
- “the disease of the new age.”- 
bringing with -it a madden-' 
mg overflow of data that, is - 
too difficult to understand, 
too difficult, to. use and - 
very often - too late in arriv- 
ing:'. ' -i . 

Electronic commerce, how- 
ever; is seen in the industry 
as a possible, ‘omnipotent, 
omnipresent arid mrmw;ig»ri t’ 
business, channel - a =supsr 
sales, representative working 
24 hours a "day, never requir- 
ing a holiday; and available 
anywhere; in the .waria'by. 
many different, types Of cus- 
tomers ail at the same time: 

In many ways, ti is viewed 
as the possible s^ntioD -to 
data overloadrThis is true - 
if electronic commerce is 
implemented correctly/ If 
not, the misuse of increasing ' 
amounts of informatioin will 
continue. .. 

- There is no 'denying the’, 
actual - business '-benefits: 
brought about by electronic 
commerce - 4he process-of 
exchanging- trading docu-.- 
merrts. Dell Computers is a - 
prime example, reportedly - 
benefiting tothetune-of ?3m 
a day through its implemen- 
tation of electronic com- 
merce which it established' 
at the begirming of 1997. 

On a more general basis. _ 
business-to-husiness elec-, 
treble : commerce, in the US 
wrQ : account far ~sbxhe $8bn 
in revenue in 1997. This is a 
10-tfme growth from a - year 
agoiuulttis : aai^ • 

by the year 2002. this figure 
Will grow : tb:$327bZL-' - ... 

' ■ So how can a company 
take advantage of electronic 
rommefee,. _inte^ating 3t 
: into its bustoess^Thei vara? 
ous soluticms^can. fr-t broadly 
defined into tWo caS^orfes: 
the: tactical and the! strata, 

gfc. / ■ • ' v- 


However, in most cases, 
when . the ' travel agent 
receives the booking, the 
process reverts to entering 
the details separately into 
the agency’s software sys- 
tem. The electronic transac- 
tion has broken down as 
soon as it enters the internal 
processes of the organisa- 
tion. 

Electronic commerce is 
seen as being an advantage 
because of the speed and effi- 
ciency in. the initial process 
and because it is relatively 
cheap, to implement. On the 
other band, the tactical 
approach not only increases 
channel complexity, it may 
also add to processing costs. 

Rather than being a dispa- 
rate extension of the busi- 
ness process, the" alternative 
approach is to implement 
electronic commerce on a 
more strategic basis. 


Strategic 

approach 


To maximise the true ben- 
efits of trading electroni- 
cally, an organisation needs 



tan Mckse segs electronic . 
commerce feberakfing a 
fundamental shdt In trading 


_ to look" at the strategteimpli- 
" cations , to its whole, orgairi- 
■ satioEL- its:external interfaces 
audits, internal bustaes pro- 
...cesses; This concept leads to 
y ’ a hew definition of- true or 

• extended electronic com- 

l acticat approam .) deemm ic business = 

: .-TlieV'ii-mbit -: cdnfmon elec^oiiic cpimnaice + appK- 
• aK>ro^dx^hasr„been^ ^dical^ catibh. infegration. 

• ; imtfemantjdkm. ..Ctmpanies v However, ^ any director 
«ee . electitmkt conuneroe :is' : of information systems will 

- yrbiidb 1 ' ; fefr ypu, that's aH very, well 
: can be jateherf phtef ttreir,>' i in theory, but changing the 
■ _ currtni buslsiess processes. IT .. infrastructure of ah 

Ibe key factor for amp^K -' organisaticin is tipt a light 
using the- tactical ; ^roaclL. undertaking ’:”' aad. is 
^ cosbefliKrt^ costly. 

.tmn ami mare; hnportantly. ’ Consider, the typical situa- 
mihinial change! / °.t . tion. in a medium- sized or 

- yor./e^aniple,- a;:troyel -Iarge organisation: . 

: ageticy .wta^ onrline bbok- - ; The . business has- evolved 
/ i^ systffiffc^n-prtjyiite && owe tirne into a highly com- 
to m^s v ^^de^tihatiba ’ plex web r of; interfaces 
~scheti^ ..between applica- 

" " J * J ^ recommended tions embracing different' 
'la^dv'on' tbe prt^rams, in different lan- 
- i. _ ^d^tiuner. : guages, drawing data from 
^cah ,te ,;mnW ^sources. 

-an'd&^/- : : Integrating; tiew-appllca- 
:>i^dS2caEd^ Oar hi tions to the legacy enviTOfn- 
merit in this, situation is 



complex enough. Enabling 
external information to flow 
seamlessly through the 
existing processes is even 
more of a challenge and 
owing to its proprietary 
nature, is considerably 
inflexible. 

In today’s open systems, 
client/server environment, a 
number of technologies have 
attempted to address this 
internal issue of application 
integration. These Include 
specific software packages 
which cater to most applica- 
tions an- organisation 
requires, but owing to the 
often unique make-up of 
each organisation, these 
solutions cannot provide a 
neat fit, do not account for a 
dynamic environment and 
usually take a long time to 
implement or change. 

The new solution to Imple- 
menting electronic business 
has been presented by an 
innovative approach defined 
by Gartner consultants as 
Message Oriented Middle- 
ware (Mom). The chief com- 
ponent of this approach is a 
message-brokering engine, a 
powerful piece of software 
that runs on any platforms, 

A message broker allows 
an organisation to simplify 
their complexity by imple- 
menting one-to-one inter- 
faces from their applications 
to the message broker, 
rather than the one to many 
application to application 
suites of import and export 
links typically used. 

The benefit is that, no 
matter which internal appli- 
cations already exist or 
which external applications 
are most suitable to trade 
- electronically. Mom enables 
a seamless and open integra- 
tion and flow of information. 
The internal environment 
can grow and change as the 
business processes evolve 
without affecting the exter- 
nal interface; and as cus- 
tomer needs change and new 
. technology' becomes avail- 
able, the external applica- 
tions can change without 
requiring a reorganisation or 
re-investment in the internal 
systems. 

Many organisations have 
, floundered at making eco- 
nomic sense out of electronic 
c om merce, despite efforts to 
attract users' to their site 
through expensive, market- 
ing campaigns: Before the 
advent of Mom, those that 
have realised that electronic 
transactions are already crit- 
ical to their businesses have 
either had to implement 
eiectnmic business with the 
burden of high investments 
and little flexibility to 
change or have accepted the 
inefficiencies of the tactical 
approach. 

Significantly. Mom also 
enables organisations to 
realise that the fundamental 
shift in trading with their 
customers electronically can 
also be applied internally to 
achieve the full advantages 
of the information age. 

□ Tfie. writer is comrnercuxl 
director of Frontec Asia 
Pacific 


EXTRANETS • By Geoffrey Wheelwright 


Taking the direct line 


An extranet can 
be fast and 
efficient but the 
value of the 
‘human touch’ 
cannot be 
dismissed 




ust when you thought 
you understood what the 
Internet was all about - 
and bad eliminated any 
confusion between it and the 
idea of an internal company 
intranet - comes the extra- 
net. An extranet is a net- 
work designed to provide 
data communications links 
between companies, primar- 
ily to allow them to do busi- 
ness with one another pri- 
vately and securely. 

Extranets of one form or 
another - usually based 
around Electronic Data 
Interchange (EDI) standards 
- have been around for 
years. But with the broad 
availability of Internet-based 
network management and 
site design tools, it is now a 
lot easier and much more 
economically attractive to 
run extranets. 

The most basic kind of 
extranet is that between a 
company and its customers. 
If, for example, you use a 
home-banking service that 
allows you to privately dial 
into a dedicated computer 
(either via secure access pro- 
tocols over the internet or 
through a set of dedicated 
phone lines at the bank) 
then you are using an extra- 
net 

The home-banking variant 
of the extranet would typi- 
cally allow you to dial in and 
check on your balance, 
switch money between dif- 
ferent accounts and pay bills 
electronically. It allows you 
to do tasks remotely and 
immediately that would 
have otherwise required you 
to use up bank time and 
resources at the branch, over 
the telephone or the postal 
system. 

If it works properly, the 


home-banking extranet is 
more efficient for customers 
and far less expensive for 
the banks. 

Many other industries are 
looking at extranet models 
to improve and streamline 
the way they communicate 
with customers and suppli- 
ers. in the American private 
health care Industry, for 
example, extranets are 
becoming a simple and rela- 
tively inexpensive way to 
check on benefits and medi- 
cal claims. 

A US company called Ben- 
tana Technologies, recently 
announced an extranet 
application using Sun Micro- 
systems Java technology 
that is aimed at the human 
resources, benefits and pay. 
roll sector. Known as The 
Benefits Network, the com- 
pany says it will enable pro- 
viders of human resource 
services to “seamlessly con- 
duct business electronically" 
with small business custom- 
ers. 

Bentana says the applica- 
tion will enable small busi- 
' ness administrators and 
employees to increase bene- 
fits, view electronic pay 
stubs, add dependents and 
pay premium bills, electroni- 
cally. The company also sug- 
gests the extranet applica- 
tion can provide employees 
with access to personal 
health and financial plan- 
ning information. It is also 
touted as a way for admin- 
istrators to obtain access to 
a "one-stop shopping chan- 
nel" for services such as 
office supplies, travel man- 
agement. accounting infor- 
mation and human resource 
advice. 

Bentana also sees this 
application as a way for 
small business to offer more 
of a “big business’’ service to 
their employees by allowing 
The Benefits Network to rep- 
licate and synchronise 
employee and benefit infor- 
mation between small busi- 
nesses and their providers of 
human resource and payroll 
services. 

In this way. human 



Deetars in New York: extranets, based on Internet technology, have 
wide application areas in the financial world 


resource services for small 
businesses will appear to 
employees to come directly 
from the company’s own net- 
work - rather than from an 
anonymous h uman resource 
service provision company. 

There appears to be strong 
support for the idea of 
human resource depart- 
ments in small companies 
using extranets for this pur- 
pose - and for those in large 
companies to use intranet 
technology for the same pur- 
pose. 

It is a fast, simple and 
highly efficient alternative 
to printed documents that 
detail the human resource 
programmes and services 
available to customers and 
employees. It is also more 
timely and accurate, and can 
be updated very quickly. 

Unlike printed documents, 
which must be copied and 
distributed, those on an 
intranet or extranet are 
available the minute they 
are completed and published 
on the extranet or intranet 
site. 

If, for example, new gov- 
ernment regulations come 
into effect concerning 
employee deductions, health 


benefits or any other human 
resource issue, updates on 
the impact it will have on 
workers can immedia tely be 
made available to them over 
the extranet or intranet 

The very nature of the 
technology used to develop 
extranets and intranets - 
internet technology - means 
that search tools can be used 
to quickly find information. 
It also means that the people 
visiting the site are those 
who really want the informa- 
tion, unlike those viewing 
paper documents about a 
given human resource issue. 
Paper documents can also be 
lost - or ignored - and then 
may not be immediately to 
hand when they are really 
needed. 

For businesses, this kind 
of technology means that 
fewer people are required to 
handle a lot of basic cus- 
tomer information retrieval 
tasks. If a bank, far example, 
can allow you to update your 
"electronic passbook" over 
the telephone line - and also 
pay your phone bill and 
transfer money from a che- 
quing to a savings account 
and check how much is left 
on your credit card - those 


are four fewer items you 
need to bother a bank teller 
about 

For customers, this kind of 
service means there is no 
need to worrying about rush- 
ing to the bank before it 
doses because the bank is 
online 24 hours a day. seven 
days a week. The same 
applies to any other extranet 
service you might Imagine. 

Banking, however, pro- 
vides a good example 
because it is something so 
universal that most people 
can quickly understand how 
it can apply to them. Banks 
also potentially have a wider 
range of services that can be 
offered electronically. Short 
of teleporting money into 
your hands or spiriting 
deposits out of them, there is 
little day-to-day banking 
that could not be done via 
extranet-based home-bank- 
ing systems. 

Of course, all these scenar- 
ios assume that the “human 
touch” is of little value. But 
the human factor can be 
important and that, probably 
more than any technology 
issue, is the biggest chal- 
lenge facing the developers 
of extranets today. 


NetGain '98 - new FT guide to online business - 

Electronic commerce 
around the world 

NetGain '98 magazine wiff highlight business opportunities on the Web 


E nglish is the lingua franca of the 
Internet, but for Net-based commerce 
to become a truly universal 
phenomenon that attracts ordinary 
consumers around the world - and not just 
an English-speaking Net -savvy minority - 
the Web must become multilingual and 
multiculturaL 

No more than 10 per cent of the world's 
population use English to communicate 
and the remaining 90 per cent have 
traditionally been poorly served by the IT 
industry. 

This discrimination continues into the 
Internet age: Internet addresses are limited 
to the 26 characters of the English alphabet 
- a big problem for nations with different 
alphabets - and key technologies are 
developed first in English and only later if 
at all translated into other languages. 

Research 

In NetGain ’98, the FTs glossy magazine 
devoted to electronic commerce, our 
correspondent Geoffrey Naim hopes to 
show how electronic commerce can become 
a global phenomenon. Research is now 
under way - and we welcome further 
information on interesting examples of how 
businesses are trading on the Internet 
around the world, particularly in 
non-English speaking countries. 

Information - no more than 750 words - 
can be sent in Spanish, Italian. French, 
Portuguese or English to: 

gnaxT7i%turapcnvxilarm 

with a copy to: FT.FT%FT.com 
marked for the attention of the editor of 
NetGain magazine. 



□ This FT guide -trill also contain case 
studies of winning web sites in the 
business world - including profiles of the 
finalists In the recent FT Business Web 
Site of the Year Awards. 


□ For an editorial synopsis and details 
about adver ti sing in NetGain '98, to be 
published on April 15, contact Katherine 
Morton or Nadine Howarth at the 
Financial limes; 

□ In London: 

Katharine Morton, tel +44 (0) 171 873 3746. 
Nadine Howarth, tel +44 (0) 171 873 4129; 
or fax +44 (0)171 873 3062, 

E-mail addresses: 

katharinejnortomaiFT.com: 

nadineJiowarthf5FT.com 

D In the US: 

fin Hart, FT New York, 

telephone (212) 752 4500; 

fox <212)319 0704; 

e-mail: tharhg'financialtimes.com 

□ In Japan: 

Tokyo: Patrick Brennan, telephone 81 03 
3295 4050; fox 81 03 3295 1264; 
e-mail: patridt.breniiar«fl^T.com 
D In Hong Kong: 

Sarah Leventhorpe, telephone 852 2868 2863 

fax 852 2537 1211; 

e-mail; sarah.leventhorpe@ft.com 
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Sanderson ^ . y ,.: ,;1; HE? 


r. 


■ Tel: 01709 787 787 pL^rvicE fi 

Fax: 01709 787 788 *f ^ 

E-Mail: SeanH@Sandeison-cbtco.uk O bO#TW«* 

Sanderson is the UK's premier supplier of IT services and software with i 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia. Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
industries and applications including: 

Manufacturing Local Government Logistics and Distribution 

Processing Industry Schools & Colleges Hotels 

Direct Marketing & Mail Order Rest Management Solicitors 

Finance end Distribution Airports Billing and Customer Services 

Printing Industry Financial Management Insurance 

Media Industry Healthcare Police & Security 

Credit Management & Collections Multimedia &CBT Training Document Imago Processing 


. . •«.v£$3f3; 

DatepmoflOOO from ICL is a complete portfolio of business and;tecn&mm 
services designed to help ensure that your business achieves a swot^-^ 
transition into the next millennium, . _ : 




> |us 


Our track record is truly impressive - the management and 
implementation of large scale IT related projects has long been axj^ut 
specialty. For the launch of the National Lottery, we produced 
installed 37,000 terminals: we provide Post Office counter systems,^ 
ticketing for London Underground , , in store systems for Marks &f$PG 
We work with banks , high street retailers, load authorities 
Ministry of Defence. We currently have Year 2000 tnosrram?n 8ti&S>b 
within over SO major companies . /'*398Ki!l 


ICL is on ofEuropes, leading IT systems and services cor 
operating m over 70 countries. 


Document Image Processing 


Geographical Coverage; International 


O SANDERSON 


Call now on 0990 122000 and ask for Dateproof2Q00 Infonm, 
or Explore our website at httpnoww. icLcom . ■■-*3 



... . 




3Com 



3Com UK Ltd, Pacific House, Third Avenue 
Globe Park, Marlow SL71YL 
1)11:01628 897 000 
Fax: 01628697003 


3Com Corporation has helped over 25 million 
people gain access to critical Information through 
high speed rwtworta. At the heart Of the company's 
vision Is global computer networking, linking large 
businesses, small offices and homes through its 
industry-leading Asynchronous Transfer Mode 
(ATM) and switching products. Scorn's customers 
include Scottish Power, which has just installed the 
largest ATM network in the UK, Microsoft and 
educational Institutions Including Oxford and 
Dublin Universities. 

Geographical Coverage: 

World wide Jjn 

Applications: 

All sectors 


Son™ &s jcattoial Services 



Tel: 01278 416520 

Email: reglstrar8uk.sun.coin 

Website: wwwsun.co.uk/buned 


Learn the language of 
Java™ from tlie people 
who wrote the language! 


Sun Educational Services is (he world lender in Java 
training. We run courses for delegates of all levels: 


• Java Programming 

• JavaBcans™ Component Development 

• Web Publishing with Java 

• Programming for Beginners using Java 

• Sun Java Certification jk 

• Internet/innanet Business 4ufc \ 

Strategies y 
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ASCTechoaloglos Limited 


7 The Spinney, Parklands Business Park. 
Den mead, 

Hants P07 6AR 
Tel: +44 (0) 1705 230280 
Fax: 444(0) 1705 268011 


ABC Technologies Is the world's leading provider of 
Pilot and Enterprise Activity Based Information 
Systems. Our software Is used by over 8,000 
companies worldwide to increase profits, reduce 
costs or streamline operations. We would like to 
Invite you, FREE OF CHARGE, to a breakfast 
executive briefing, where the philosophy of ABC will 
be discussed and our products demonstrated. 

Call 0800 592 789 to reserve your place. 



830 Blichwood Boulevard, 
Blrchwood, Wtirrington 
Cheshire, WA3 702 


Internet specialists U-NET can connect your network 
to the Internet via dialup ISDN, leased line or frame 
relay connection. Years of experience or network 
connections and our dedicated support team will 
make the process simple. Free booklet - Connecting 
your Net to The Nef guides you through the 
options. 

Coverage: Local access UK-wide- server hosting 
available worldwide 

Cost Call 01925 484444, fax 01925 484466, or mail 
hiOu-net.net for a personalised quotation. 


Accounting & Business 
Software 1,15 


If you tan dream it. 
you tan Jo it 7 


Activity Based Information 
Systems 13 
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0 IBM VisualAge for Java 

for Win <95, NT and OS/2 




VisualAge for Java is the first enterprise-aware, incremental Java 
application development environment designed to connect Java clients to 
existing server data, transactions and applications. The first Java 
development environment to offer automatic version control and change 
management and to allow teams of Java developers to collaborate through a 
shared code repository. 


For more information, for training and for 
implementation assistance contact: 


Bloomsbury Software: 0171 436 9481 


lil Rational Software CotparatiaR £ 

IS ORvterHousfl 

|H 18 Marine Parade, Brighton 

H East Sussex BN2 1TL 

■ Tel: 01273 624814 Far 01 273 624364 

flatkwal Software Corporation dewtapi. nsfkBti. and supports a 
CDirtprefterobe ooWion tor automata^ ths compomnHaied 
dovtiiojHTieni of software systems that BraarprfjM dipsnd on. 
tacunfs 3QlutkMi includes an OTtugaUd fcirity of products HW 
Hftonaawtoa re dawkwnBri.iHiMirB (man the can 6* 
configured to Hie spseffle nonds ot CDEtonwn. and a ranga at 
CDnsuWna and suppan wvtew. 

Rattonari camorojttflnsifs product IkM Indudas 9m RaUooai Rose 
family of vkuU mnMBno tools; tfa SQA Sub of danMwwr 
lasting took; HoqubAoPro tor opining and managing software 
requirements; SoDA tor autnjiuWna software document 
Dsn«faOw;meRat^Sijrrmiabni%rti»nipcxmirrawo« I * , X 
and t»tthanoa management unis; and m Mend Apaxtunfly 
of Integrated programming environ mont*. Hattonri supports major 
krotamaitztion uchnakvesendprognmnilig longuagu. 
Inducting Vtainl Basic. Vbral C++. VUti3U*+ PamrSuldar. Forte, 
FKWtaSoftfc PBopta Tools, Grade's Designer 2000. Ms. Ch-. and 
Java. ftattonaTu produce are ambM ndMdofly or in pan al 
(mao rated, mureprodoct Mbs. For more Wormston on flatkman 

RATIONAL 

WBO SIM WWUUaD0naU»H. MmiiBiaonnunin 


RW FraKrWffliwns Migration ScrrkCsLld 

■ India BnBdk*?. WwrStreet, UverpedLZORB 
■ Tfefc 0151 236 2666 Fan 0151 236 1037 

HI RMsfl: dawmg mlg r al k ki JhBa^wffiamsxom 

YEAR 2000 PROBLEM??? 


The Solution is OSCAR 2000 


o Maximum muomarion of the conversion 
process 

=> Automated Testing ensuring 100% system 
replication 

Operates on all COBOL based applications in 
most environments 

o Total turnkey service at a fixed price per 
program 

IS0900I and TickTT standard for Quality 


WILLIAMS 


RaafetKlinfteif: 


COLDHARBOUR “ 
SYSTEMS 

Coldharbour Systems Ltd are the market 
leaders in die supply of computer systems to 
die long term elderly care market place. 

Since 1988 we have developed, a family of 
industry specific software packages, 
integrating do standard, accounting software. I 
Our tepuradon has been built on providing 
control in the key areas of revenue and staff 
costs. 


Deanway Technology Centra, Wilms tow Road. 
Handforih, Cheshire 5K9 3EY 
Tel: 01625 523550 Far 01625 523303 
E-Mail: salas@baanxo.uk 


As well as household names such as BUPA 
and PPP Beaumont, we supply 82% of 
publicly quoted companies. 

For information call: Mi dud Morrton. j 
uuwbvau, uMmwuiwm wainra ■» wnmniH 


Boon Company Is a toodhg piuvMar of BntmprtM-widfl business 
mftrare appfationa and ronsuHno owvteo#. Cwnpantas in tf» 
iiytxU marertscnirino. aa «B as autonvAiw. etearonlcs. projed 
and process (ndustrios usa Its pnxkjas to Btreamnna pracassm 
ocrD83 Sm BntarprtM . os wad as external proesatea across tfw 
bdppV rink Baan IV. comprising Baan Appfcaaons, Baan Tqqh 
ml Oruwara axtands Bw MdUonal BiP modal In a now 
paradigm criM Dynamic Entaipfto ModaHno (DEM). DEM 
, provkiBSthaframwitHl; to adapt software a changing 

organtestional structures, buaineas praetor aid operator^ 
prondurao. Baan IV upporiB Ura anira apactrum ot on 
organisations procasses Induing sate lorecasdna . inventory 
control, procurmwm. dWituUon. fliunco. strvtoa A 
indntsnana and projoct managatnont 
Kodm/GoMptfUily 

Unix. Window NT, HP. IBM. SUN. Digital and other open systems 
products. D atahnai npport Oracla. Inlormtx. Sybow. Microsoft 
SQLSarvar 

BaainpMal Conraga 

bitbiutlorel 


1. ExpariaacK IMR has bean delivering year 2000 
solutions since 1394. 

2. Medroddogy: Drawing on our expernnee, wa 
have developed a proven methodology, CC-PAC* 
(CentuiY Change Planning. Analysis, Conversion) to 
guide you through aH phases of the year 2000 prefect 
lifecycle. 

3. Toolset Transform 2000* is a suits of intagrated 
analysis and conversion tools designed to identify 
and inventory all date fields, generate impact 
analysis reports and modify tha affected programs, 
database schema and JCL 

4. Cu s to me r Base: IMR is currently helping over 60 
companies with the MiUermhim problem. 

5l Record of Soccess: IMR has already successfully 
completed seven end-to-end, full life cydB year 2000 
pro] acts for major corporates. 

6. Staff: As part of a global company with access to 
over 1,200 software engineers, we are able to source 
the best IT talent to de&ver effective year 2000 
solutions. 

7. Round-the-clock Service: With software 
development centres in the UK, USA and India, all 
connected by high-speed communications links, we 
can exploit the time zone differences to offer you 
round-the-clock sendee. 

8. Local Expertise: Our project managers, who work 
on-site with our customers, understand the local as 
weB as global issues of concern to organisations. 

9. C om m i t m ent to Quality: I MB's solutions are 
delivered under our Total Software Quality 
Management (TSQM) process, based on the Institute 
of Electrical & Electronics Engineers (IEEE) software 
engineering standards and ISO 9001 quality 
standards. 

10. Reference Sites How marry suppliers can put 
you in contact with satisfied year 2000 customers? 

IMR CAN. 

For further information on how IMR can help your 
company achieve year 2000 compliance, please 
contact: 

Kevin Roe or Thornes Bennett, 
infor ma tion Management Resour ce s pic 
Link House, St Maryb Way 
Chesham, Bucks. HP5 1HR. 

Tel: 01494 792792 Fax: 01494 791059 
e-mail; infod&rmr.cojik 
www.hnr.com 


We believe we know what’s' 
keeping you awake at night. ' 

“Is IT outsourcing right torpor 
business?" - " 


“How am I going to deal with 
the Year 2000?” : 


“What will EMU mean for my 
company - and me?" : - 

IBM is a leading IT services 
company with real experience . 
in helping customers address 
such pressing business"; ' 
issues. . ... ■;* T 


To find out how IBM uses 
its skills in business 
transformation and IT . ' ' ■ 
consulting, outsourcing, ; - - : J 
systems integration, network 
and product support services 
please call our enquiry liner 

+ 44 990 454 454 : ' 




Management 


or visit us on the 
internet at: 

www.ibm.com/services 
www.ibm.com/year 2000 
www.ibm.com/emu 


ciropinTEiiil^ /J. : 

Tel: 01252 548888 Far 01252377045- www.computefald.co.uk 


Computeraid, an associate of Thorn pic, is one of the UK's leading providers of IT Solutions 
and Services focused upon the distributed computing environment We recognise that senior 
executives lace increasing business challenges where IT is critical but raises the questions: 
which technology; how do I integrate it within the business and provide cost effective 
support and management?. With over 20 years experience and the unrivalled expertise of 
more than 900 professional staff, Computerald is dedicated to helping clients continually meet 
these challenges and to maximising the benefits of their IT investment. 

Services Include: Consultancy. Systems Development and Integration. Facilities Management. 


The CODA Group 


Cardale Park, Beckwith Head Road 
Harrogate, England HG3 1RY 
Tel: +44 (0)1423 509999 
Email: Llberation@coda-financials.com 


cf it SOLUTIONS 




The Prolog Group 
Professional Solutions, 
Logically Applied 


CODA develops international accounting software for national 
and multinational organisations worldwide. CODA-Financials 
has a unified design for faster consolidation and reporting; 
sophisticated multicurrency, muiticompany, intercompany 
facilities. Integrated workflow, internet and alert technology. 
Year 2000 and EMU compliant. 


The Human Resource and Bureau 
Services Department provide 
comprehensive Payroll and HR 
solutions to over 250 clients. Prolog 
are firmly established as a market 
leader in this major management area 
delivering quality products, either as a 
packaged based solution or a specific 
business project. 


> HR System Solutions 

> HR Consultancy 
>HR Professional 

Services 

> Integrated Payroll 
Bureau Solutions 

> Integrated Payroll 
Systems Solutions 

> Training 


Hardware/Compatibility 

Unix or Windows NT platforms, any leading relational 
database 


Geographical coverage 

25 sales and support offices worldwide, plus distributors 
Cost 

From £30,000upwards 


The Prolog Group, Prolog House, UtUemoor, Eckington, Sheffield S21 4EF 
Tel: 01246 439400 Fax: 01246 439401 Email: hrniQprolog.co.uk 


Liberation Sgelema for Enterprise Accounting 


FT-IT DIRECTORY INDEX 


Computer Networking 

7 

Human Resource Solutions 17 

Java 

4 

Software Development 

Distribution Solutions 

3 

ICL 

2 



- •• ■ 

ERP Systems 

12 

Internet Service Provider 

16 

Java Training • 

10 

Year 2000 

Global Services 

6 

IT Solutions and Services 

14 

Long Term Care 

11 

Year 2000 Solution 4 


For further do taHs regarding the FT-IT DIRECTORY please calf Alan O’Sullivan on Tel: +44 (O) 171 591 2400 
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Stimulus for new types of commerce 


d^gkal money is 
set for a key role 
in ; Internet 
cbitftnerce, but 
banking officials 
remain cautious 


M oney has beerj cfigi- 
tlsed since banking 
procedures were 
.first computerised decades 
ago. Bui a new type of digi- 
tal money, electronic cash 
(e-cash), is about, to stimu- 
late new types .of commerce 
and make old' forms more 

efficient 

By 2006; according to mar- 
ket researcher Ovum,- e-cash 
wurth,$&63bn will circulate 
worldwide, clocking up 
transactions worth $l56bn a 
year and generating huge 
commercial opportunities. ’ 
-tyhe significance of e-cash 
is that it allows businesses, 
espe&ally online services 
and; broadcasters, to handle 
largeTrumbers of. small-value 
transactions cost-effectively. 


Credit and debit card pay- 
ments .for less than a few 
pounds are normally not 
cost-effective to process. 
Unlike credit or debit card 
tr ansac ti ons , however, most 
e-cash payments do not 
carry transaction charges 
and do not require authoris- 
ation at point of sale. 

Processing costs of e-cash 
transactions can therefore be 
extremely low. This allows 
businesses to sell new gener- 
ations of low-value goods 
and services - such, as infor- 
mation. software or online 
enter tainment - to millio ns 
of customers. 

“The Internet is one of the 
most entrepreneurial devices 
ever created, and electronic 
cash is an important way of 
enabling Internet com- 
moce,” says Michael Nash, 
chief executive of DigiCash. 
an e-cash developer based in 
the US and Netherlands. 

E-cash could also stream- 
line existing commerce. 
Notes and coins are expen- 
sive for retailers to process, 
costing UK banks alone an 
estimated £2bn a year. 

“The cost of handling 

r . •- * : vwyy* 


How e-cash works 

Electronic cash (e-cash) is encrypted data with a 
monetary value which b ex c ha ng ea ble. It Is normally 
stored on the microprocessor of a ‘smartcanf or on the 
hard cfaK of a co m puter connected to a network, such 
as me internet. 

E-cash a spent when the card or computer authorises 
another machine - such as a cash HI or an Internet 
server - to deduct value from tt. 

Some systems, such as those developed by Mondex, 
closely mimic the structure of cash, aBawing - 
person-to-person payments as we* as 
cushmiertD-fnerchant payments. 

Others, such as those ma rketed by Visa and 
CybecCash, are modaBed more on cradt and debit 
cards, and generally allow payment only to authorised 
merchants. 

A pilot project testing how the two types of e-cash 
could co-exist began in the West Side of New York Cfty 
lest year, tt b sponsored by Visa and MasterCard, 
which market competing e-cash products. 


notes and coins is between 
two and four per cent of 
GDP in developed countries. 
To reduce that by just one 
per cent using .electronic 
cash would still be a huge 
cost saving,** says Dr Chris 
Potts, deputy chief executive 
of Mondex Internationa], the 
London-based e-cash devel- 






Money-makers 
on the Internet 


Personal computer suppliers, travel 
companies and booksellers are 
among the companies already doing 
well via the World Wide Web 


A lot has been w ritten 
about the merits and 
potential of Internet- 
based retailing over the past 
two years - with much of it 
being wild predictions about 
Just how successful it would 
become. Amid the hype and 
iinftiiflllpd promises, how- 
ever, there appear to be at 
least a few areas where 
shoppers are willing to buy 
online. And they have been 
doing so in significant num- 
bers. 

Several large computer 
makers have been selling 
their products directly from 
sites on the World Wide 
Web. The most successful of 
these Is Dell Computer Cor- 
poration. Last November, 
the company reported record 
revenues - $3-2bn - far the 
15th consecutive quarter. 
Hus was an increase of 58 
per cent over the third quar- 
ter last year. 

The company says a signif- 
icant part of that increase is 
due to sales over the Inter- 
net. The site (urww.delLcom) 
is generating sales of more 
than S3m per day. The com- 
pany predicts that if this 
pace is maintained for a 
year, it will achieve an 
arimwil run rate of approxi- 
mately film. 

Michae l Dell, Chairman , 
chief executive officer and 
founder, admits that compet- 
itors are seeking to achieve 
the same success using a 
Dell-style model for distribu- 
tion of some products. “Our 
strong results continue to 
differentiate us from compet- 
itors, several of which are 
attempting to imitate 
aspects of Dell's unique 
direct business model," he 
says. 

Pobaps it is not a huge 
surprise that Dell is achiev- 
ing this kind of success. By 
definition, everyone who 
uses the World Wide Web 
has a computer - or at least 
access to one - and therefore 
computers and computer 
products are perhaps the 
best initial candidates for 
Web sales success. 

But other types of busi- 


nesses have also had success 
on the Internet. Online 
travel bookings are one 
sample. In addition to the 
success of large airlines 
(including Lufthansa - see 
picture, right), high-profile 
online travel agencies have 
sprung up to handle every- 
thing from airline bookings 
to hotel and car rental reser- 
vations. 

Microsoft’s Expedia travel 
service ( expedia.msn.com ), 
which was launched in Octo- 
ber of 1996, was booking 81m 
per week of travel business 
by February of 1997. This 
rose to more than 82m per 
week by November of -1997. 
The company's “instant suc- 
cess” in the travel business 
now makes it one of the top 
travel agencies in the US - 
less than 18 months after its 
launch. 

Microsoft's success makes 
some degree of sense; much 
of it is due to the company's 
considerable resources, plus 
the time to plan and imple- 
ment the service. This is not 
a luxury typically enjoyed 
by Web-based retail startups. 


M ore impressive, 
perhaps, is the suc- 
cess of a company 
called Auto-By-Tel, which 
runs a site dedi c ated to sell- 
ing cars through an interna- 
tional phain of affiliated car 
deaims. Through the compa- 
ny's website ( wmo.auioby 
teLccm ), a customer can get 
information about all kinds 
of cars and trucks, look up 
blue book pricing on used 
cars and find one from a 
nearby dealer. Over the 
Internet, customers can then 
request that the dealer 
deliver the car around for a 
test drive. 

The company says that 
since it introduced its ser- 
vices in 1995, it has received 
more than 870,000 vehicle 
purchase requests - and 
generated several hundred 
million dollars wo rt h of car 
sales through deal er s - from 
visitors to its site. It has also 
signed up more than 2,400 in 
Canada, the US and the UK. 
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Auto-By-Tel says the deal- 
ers like the idea because it 
ggnria many mare sales 
in their direction, while it 
says car buyers are enthused 
about it because they can do 
all their research before- 
hand, without the pressure 
of a dealer hovering over 
them. The site also allows 
buyers to make a deal on a 
car without having to go to a 
showroom or forecourt and 
suffer through the dealer 
trying to “up-seH” them into 
a car they really do not want 
or cannot afford. 

Probably the biggest retail 
Web success story lies in. a 
company that sells some- 
thing a lot less expensive 
than cars. It's the Ama- 
20n.com, Inc. online book 
store; in October 1997, Ama- 
zon.com announced that in 
two years it had sold books 
to more than a million cus- 
tomers. 

In that time, the story of 
how Jeff Bezos, Ama20n.com 
founder and CEO. started 
the company in 1995 out of 
his garage in a suburb of 
Seattle has become a Web 
business legend, hi the early 
days, be would wrap orders 
and then deliver them to the 
post office in the fondly car. 
Now the company has cus- 
tomers in more than 160 
countries. 

Amazon.com offers a 
catalog of 2J>m titles, search 
and browse features, e-mail 
services, personalised shop- 
ping services, Web-based 
credit card payment, and 
direct shipping. It appears 
the big puli for many cus- 
tomers is that Amazon.com 
has unlimited “virtual 
online shelf space” so that it 
can provide a catalog an the 
Internet that is far bigger 
than it would economic for 
most booksellers to print 

And it looks like there is 
no in sight for the suc- 
cess of these online retailers. 
According to a July report 
from Cambridge, Massachu- 
setts-based Forrester 
Research, on-line travel 
hookings alone will reach 
$7.4bn by the year 2001, up 
from 1654m in 1997. 

It farther suggests that 
airlines and hotels will lead 
the way in online bookings, 
with 83.5bn and 82.9bn, 
respectively, by the year 
2001. The report warns, how- 
ever, that packaged vaca- 
tions will catch on more 
slowly, generating only 
$814m in online bookings for 
tours and an even lower 
8246m for cruises in 2Q0L 

“Leisure travel is an on- 
line natural,” says Seema 
Chowdhury, analyst with 
Forrester's Entertainment & 
Technology Strategies and 
author of the report "the 
Internet provides an invalu- 
able means of disseminating 
information, if travel compa- 
nies increase the conve- 
nience of on-line booking, 
they wQl succeed in the on- 
line market” 

International Data Corpo- 
ration predicts much the 
same kind of expansion “We 
forecast untr&mmeled 
growth in Internet and 
World Wide Web use around 
the world,” says John Gantz, 
senior vice president “This 
growth will be accompanied 
by an increase in the num- 
ber of. users who will buy 
and sell goods and services 
over the World Wide Web, 
which will drive commerce 
on the Internet beyond the 
*200bn mark in 200L” 


apex- owned by MasterCard. 

As well as fuelling Inter- 
net commerce, ecash could 
be important for developing 
countries. “E-cash will cre- 
ate gi gmfiRawt oppo rtunities 
toe leas developed countries, 
givin g them better access to 
a world market through 
encouraging electronic com- 
merce. It will probably help 
some countries to leapfrog 
others economically,” says 
Duncan Brown, a US-based 
analyst at Ovum. 

Because it can be securely 
transferred to smart cards 
and computers over ordinary 
telephone lines, e-cash can 
allow developing countries 
to build **Vw»»p money-distri- 
bution channels without 
investing in dedicated net- 
works or even ATMs. 

E-cash can also help 
reduce crime in areas with 
hi gh crime or hi gh inflation 
rates. In remote parts of Rus- 
sia. for example, employees 
are already being paid with 
e-cash loaded on to pass- 
word-protected smartcards, 
to reduce the personal risks 
associated with carrying 
banknotes. 

“Digital cash is likely to be 
a basic requirement for some 
elements of commerce in 
parts of the developing 
world.” says Rbger Alexan- 
der, managing- director .of 


Barclays Bank’s emerging 
markets group. 

Unfortunately, e-cash car- 
ries potential dangers. Some 
forms closely mimic the fea- 
tures of cash, including ano- 
nymity of users. 

“Depending how it 
evolves, digital cash has the 
potential to in c rease the 
power to launder money or 
evade taxes,” says Stanley 
Morris, director of the US 
Treasury’s Financial Chimes 
Enforcement Network. “The 
fact is that change creates 
new vulnerabilities, and we 
want to head those off at the 
pass.” 

A report last year by the 
Financial Action Task Farce 
cm Money Laundering, a 
group of officials from 26 
leading economies, warned 
that “electronic money has 
the potential to make it 
ea s ier for criminals to bide 
the source of their proceeds 
and move those proceeds 
without detection.” 

In April 1997, a Group of 10 
working party report on 
electronic money urged gov- 
ernments to work closely 
with e-cash developers to 
prevent the technology 
evolving in ways helpftd to 

criminala. 

E-cash developers argue 
that the low value limits on 
most smartcards make thgm 
unsuitable for laundering 
large sums. They add that. 
transmission of e-cash over 
trans-national networks is 
possible, but claim that such • 
transmissions could easily 
be monitored by authorities 
aimed with wiretapping war- . 
rants. - 

A s for tax evasion, 
ecash developers also 
point out that most 
taxes are levied an employ- 
ers and employees, who find 
it more difficult to escape 
financial s cruti ny than cash- 
based Individual traders. 

“Tax evasion is a matter of 
regulation and policing, not 
technology,” says Dr Potts. 
Another worry is that coun- 
terfeiting could lead to loss 
of confidence in an e-cash 
currency. The GlO report 


warned that copapse of con- 
fidence in a. major e-cash 
scheme “could conceivably 

have broader consequences 
for the fjnwnriiii system and 
tH<? economy-” 

E-cash developers reply 
that the automated nature at 
the technology means that 
injections of counterfeit 
value into the economy 
would be detected - and cor- 
rective action taken - more 
quickly than happens with 
paper notes. 

Some observers have spec- 
ulated that e-cash may even- 
tually increase the velocity 
of circulation of money, 
which would encourage com- 
merce but risk stimulating 
inflation. Increasing the 
velocity of circulation might 
also allow consumers to 
keep larger balances in 
banks, increasing saving 
rates. 

Everyone agrees, however, 
that any chang es would take 
many years. 
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Overall, e-cash promises 
infrastruqtujral cost-savings 
andsew/fesfosof commerce 
- assuming that competing 
developers can agree a com- 
mon and cheap iufrastruc^ 
tore for merchants andean- 
suznof .tpfpse. ?The cost of ' 
creating the.new infrastruc- 
ture wffi b^Jar leas than the 
phMimriBna\ that can .-’ 
be squ^£^a ontr of the econ- 
omy by cstng electronic w*«ii 
and. thefhSerdet," says Rus- 
sefi Stevenson, general coan- 


sel far CyberCash, a US 
e-cash developer. 

Ecash promises much, but 
many banking officials 
remain typically cautious. 
"Electronic cash is going to 
have very little impact for a 
very long time. Credit cards 
have been going for 80 years, 
yet they still only take 10 
percent of paint-of-sale trans- 
actions above 28,” says 
Roger Alexander. “We are 
still learning - rather, than 

warning , " — 
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Winning webeftK Lufthanaa AkfkiM won the FT Business Wabatta of ttie Year award h the category 
for targe corporates in 1997. Plctind above is TV perso na lly Jammy P&xman, right, congratulating 
Robert RteMWd.al Lufthansa, wMch um Rs-slto Ptitlpy/www Jiifttwnsaxoii^' to sol dbecito 
MMunm. The award was aponaarad by UUNET UK. Europe’s Jargaat Internet service provider 




Insurer ventures into cyberspace 


How a UK 
company 
discovered the 
potential of 
e-coinmerce 

C onstructing corporate 
Web pages is a sci- 
ence - and an art - 
which is just reaching the 
first levels of sophistication. 
So for. the difficulty In ana- 
lysing a successful Web proj- 
ect is that the main criterion 
has been innovation. 

It is not until Web pages 
have been online that the 
formula which brought gen- 
uine business benefit can be 
identified. However, the 
pooling of experience in con- 
ferences and reports over the 
past six months has begun 
to bring some of these com- 
ponents together. 

The insurer Eagle Star is 
one company that has spo- 
ken in detail about its first 
venture into cyberspace 
(www.eagfestardirect.cauk). 
At a recan t electronic con- 



ference sponsored by Oracle, 
John Butter, the IT director, 
explained that the project 
began with high expecta- 
tions - the construction of a 
virtual insurance shop 
where customers’ requests 
could be entered once for a 
choice of quotations. 

His first lesson was that 
insurers were not ready for 
the radical a leap into the 
world of the Internet while 
others in the marketplace 
felt that this was not the 
way to compete In the brave 
new world. And so the proj- 
ect was altered to provide a 
site for an Eagle Star direct 
service alone. 

The second fact that Mr 
Butler d i scovered was that 
there was little to be learned 
from other sites. “To be hon- 
est, I did not think much of 
their design, and notably, 
only one or two provide 
online quotations, “ he says. 

So he went to Entranst, a 
Wab design company. “At 
first we went to traditional 
media agencies, but 
although what they pres- 
ented looked great on paper. 


it was dreadful online,” 
M ]iiain«i Mr Butter. 

“What you have to be 
' aware of is the difference 
between a designer and one 
who is electronic commerce 
aware,” says Mike Williams, 
director of sales and market- 
ing at EntraneL 

“If they are not conscious 
of the foil range of issues to 
be tackled, the customer’s 
experience will be painful, 
even if the look of the pages 
wonderfully leverages the 
brand.” be says. 

In fact, the first decisions 
taken had nothing to do with 
the Todk and fed* of the site, 
for, as Mr Butler empha- 
sises, the cnmrnpTYrlal frame- 
work must be settled first 
Motor Insurance was chosen 
as the first product for the 
direct service, with first-time 
buyers a particular target 

FOl* fitlft ifllFIff tufiV InlifliL 

well be users of the Internet 
In addition they have not 
even the weak ties of loyalty 
found in other areas of the 
market. They were also 
offered the Incentive of a 15 
per cent discount for an 
online purchase. 

The technical parameters 
of the site were then consid- 
ered. They were to fit the 
ubiquitous version 3 of 
browsers and low specifica- 
tion modems. It was also 
demanded that as modi as 
passible of the real-time pro- 
cessing be carried oat an the 
client, with no mare than 
four returns to the server 
needed for a typical visit 

A tool called Winter, from 
Polaris Technologies, was 
used to calculate premiums 
in a run-time environment, 
defying brokers who 
suggested it would not be 
fast enough. And modest 
graphics, no larger than 2QK 
in she, should be led by text 
so that customers could use 
the site as soon as they are 
online. Finally the site had 
to be supported by robust 
back office technology. 

"If yon suffer from a gHteh 
on the Internet, people 
remember it for a long time. 
And it is hard to recover 
from that position,” observes 
Mr Wfihama. 

Security was also dis- 
cussed. “We wanted sensible 
firewalls, proper use of 
encryption so that customer 
information already in the 
public domain is not 
encoded, and a variety of 
assurances such as not 
retaining credit card details 
once validated - and that is 
done online as well,” says 
Mr Butter. 

The Took and feel* was 
finally discussed. Obviously 
this had to be consistent 
with the corporate brand, 


but as Mr Williams points 
out, it is what distinguishes 
the Web site from traditional 
marketing material that 
becomes all important This 
way has nothing to do with 
brochures,” he says. “You 
can see tills demonstrated in 
Web sites that have dearly 
only had the input of one 
department because no-one 
could decide quite how it 
should sit As with any sales 
channel, tins is a trans-de- 
partmental project” 

Mr Williams adds that 
graphics should help the 
user through the site and 
not distract from the task in 


band. This should be done 
through, for instance, the 
use of applets (compact 
applications) and constantly 
personalising the forms far 
the customer. “There is a 
need to be brave and recog- 
nise that the Web page could 
be seen as innovative. 
Though, when done prop- 
erly, it will invigorate the 
image,” Mr Williams adds. 

Three months into the 
project with 600 policies sold. 
£180.000 taken in premiums 
and more than 40,000 quota- 
tions given (and analysed), 
Mr Butler is confident that 
Eagle Star Direct has been a 


valuable first step for his 
company. The service will be 
extended to cover other 
forms of general insurance 
and tools for non-general 
insurance products are being 
developed as welL 

But perhaps most impor- 
tantly he feels the company 
is better prepared for the 
inevitable growth of elec- 
tronic commence. . 

“We have learnt that cus- 
tomers will do it and we 
have only had one query 
about Internet payments by 
credit card. The potential is 
much larger than I imag- 
ined.” 
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Kick-start 1998 with these best-selling reports 
from FT Finance 

EMU & the Insurance Industry 

This new report covers foe practical ImpB cat t o n s of EMU for the Insurance industry. 
It includes checkRsts to enable companies to kfertfy areas ol potential impact and 
plan accordingly, incorporating changes to both strategy and IT systems. 

The Internet & Intranets in Insurance 

How are companies making the most effective use of foe Internet and intranet 
technologies? This report draws on foe eocperience of major industry ptayers to 

clarify key issues. 

Strategy & the Role of IT in Insurance 

HighQghting the Interdependence between business s tr a tegy, IT and organisational 
capabtty, this report addresses foe key issues and helps you to find foe right 
strategy for your businees. 

Essential reading for att Insurance professionals 
FT Finance, Maple House. 149 Tottenham Court Road London W1P9LL 
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Sorry, we have to come clean. 

The New HP LaserJet 4000N will need a little 
dusting down every now and again. 

But thanks to its ground breaking new 
technology, that’s about all you will have to do. 

It’s easy to set up. The New HP LaserJet 
4000N comes with HP’s new Internet 
installer and its remote manageability 
software - Web JetAdmin — gives you 1 
remote access and real time diagnostics. HP|^ 
Running the printer couldn’t be simpler » 



are pumped out at 16ppm. All in all letting 
your network run smoothly and easily. 

But it’s on day to day usage that we’ve really 
saved you time and trouble. 

Efficient paper handling is ensured, with 
up to 3 input trays that hold 1,100 sheets of A4. 

Link this with its 10,000 page toner 
* cartridge and you’re guaranteed a longer 
operating time 

>***£ To make your day even less eventful 
weVe added new HP JetSend technology. 
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either. Its unique HP TRANSMIT ONCE HP JetSend lets any two devices connect, 
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feature means the whole print job goes to your 
printer just once 

Very useful when you’re sending MOPies 
(multiple originals) to print. 

FastRes technology gives you 1200 dpi 
quality at around 600 dpi file size And with its 
100 MHz RISC processor, high resolution prints 


interface and exchange information. That makes 
sharing information the simplest of tasks. 

For further details visit your nearest dealer 
or contact us on www.hp.com/peripherals 
The new HP LaserJet 4000N. 

Plug in. Switch on. Feet up. 

HP Printers. Paper that works for you. 
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